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Release No. 8265/March 8, 1974 


DIVISION OF CORPORATION FINANCE’S VIEWS 
AND COMMENTS ON DISCLOSURES RELATING TO 
THE MAKING OF ILLEGAL CAMPAIGN CONTRIBU- 
TIONS BY PUBLIC COMPANIES AND/OR THEIR 
OFFICERS AND DIRECTORS 


The Commission noted that it has received a number of 
inquiries from issuers, stockholders, and other persons re- 
lating to whether disclosure should be made where the 
issuer and/or its officers or directors have been charged 

in an information or indictment with, or convicted of, 
making illegal campaign contributions in violation of 18 
U.S.C. Section 610, “Contributions or Expenditures by 
National Banks, Corporations or Labor Organizations.”’ 
That section makes it unlawful, among other things, for 
“any corporation whatever. . . to make a contribution or 
expenditure in connection with any election at which 
Presidential and Vice Presidential electors or a Senator or 
Representative in. . . Congress are to be voted for, or in 
connection with any primary election or political conven- 
tion or caucus held to select candidates for any of the fore- 
going offices. . ."” and imposes a penalty of up to $5000 on 
the corporation making the contribution. 48 U.S.C. Sec- 
tion 610 also makes every officer or director who con- 
sents to the contribution guilty of a misdemeanor if the 
violation is not willful, and guilty of a felony if the viola- 
tion is willful. In view of such inquiries, the Commission 
determined today to publish views and comments of its 
Division of Corporation Finance relating to these matters. 


In the Division's view, the conviction of a corporation and/ 
or its officers or directors for having made illegal campaign 
contributions in violation of 18 U.S.C. Section 610 is a 
material fact that should be disclosed to the public and 
specifically to shareholders, particularly in the context of 
a proxy statement where shareholders are being asked to 
vote for management. Such a conviction is material to an 
evaluation of the integrity of the management of the cor- 
poration as it relates to the operation of the corporation 
and the use of corporate funds. 


It is the Division’s position that disclosure of such a con- 
viction, or of a plea of guilty or no/o contendere to an 
indictment or information alleging a violation of 18 U.S.C. 
Section 610, should be made in a proxy or information 
statement relating to the election of directors, in the annual 
report on Form 10-K under the Securities Exchange Act of 
1934 (Exchange Act) in response to Item 5 or 12, 1/ina 
report filed on Form &K under the Exchange Act in re- 
sponse to Items 3 or 13, and in response to appropriate 
items in the relevant form used fer registration of any of 
the corporation’s securities.2/ Such disclosure should in- 
clude, in addition to a description of the details of the 
conviction or plea and the penalty imposed, and as appro- 
priate, information as to whether any funds of the corpor- 
ation used to make the contribution, directly or indirectly, 
will be paid back by the officer or director or by the con- 
tributee, whether the corporation or its insurers have paid 
or reimbursed, or intend to pay or reimburse, any officer 
or director for any fines imposed or legal fees or other ex- 
penses of his defense, whether the use of corporate funds 
for the illegal contributions involves any undisclosed tax 
consequences to the corporation, whether the corporation 
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will seek reimbursement from the officer or director for its 
fines or expenses, and what steps, if any, the corporation 
is taking or will take to avoid recurrence of such activity. 


The Division is also of the view that any pending indict- 
ment or information alleging violations of 18 U.S.C. Section 
610 should be disclosed. Questions have been raised about 
disclosure of campaign contributions that may be illegal 
but have not yet become the subject of a formal proceed- 
ing. In such cases, management is usually in the best posi- 
tion to inquire into, to examine and weigh the facts and 
circumstances and to determine whether disclosure is 
necessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ In the case of issuers who file annual reports on differ- 
ent forms, see the corresponding item on such forms. 


2/ Notwithstanding the absence of a required item of in- 
formation in a particular form, see Rule 408 under the 
Securities Act of 1933 and Rules 12b-20 and 14a-9 under 
the Exchange Act as to general requirements for addition- 
al disclosure of material information. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10665/March 4, 1974 


Admin. Proc. File No. 3-4215 
In the Matter of 


HENRY IMHOLZ 
Lausanne, Switzerland 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these remedial proceedings pursuant to the Securities 
Exchange Act, an offer of settlement has been submitted 
by Henry Imholz. Solely for the purpose of these pro- 
ceedings and without admitting or denying the allegations 
of the order for proceedings, respondent consents to a 
finding that he pled guilty to certain counts of an indict: 
ment, and to the imposition of a sanction. 


Upon the recommendation of its staff, the Commission 
determined to accept the offer of settlement. On the 
basis of the offer of settlement, it is found that on July 8, 
1969 respondent pleaded guilty in the United States Dis- 
trict Court for the Southern District of New York to four 
counts of an indictment charging the violation of Regula 
tion T issued by the Board of Governors of the Federal 
Reserve System pursuant to Section 7 of the Exchange 
Act. 





The offer of settlement provides that respondent may be 
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barred from association with any broker or dealer, except 
that he may be associated with a registered broker-dealer 
(“registrant’’) named in the offer in accordance with the 
provisions specified in the offer, and that after one year he 
may apply to the Commission, upon a proper showing of 
proposed supervision, for permission to become associated 
with a broker-dealer as a supervised person. The offer of 
settlement contains certain representations and undertak- - 
ings by respondent relating primarily to his proposed asso- 
ciation with registrant. He represents and undertakes, 
among other things, that he will be employed in the Lau- 
sanne, Switzerland office of registrant, that he will be 
supervised and have no managerial or supervisory respon- 
sibility, that he will not deal directly with the general 
public or American citizens, or deal with margin accounts, 
and that he will not handle securities or funds related to 
the purchase or sale of securities. In addition, he states 
that his primary function will be to transmit to Swiss 
banks a list of bids and offers by registrant and to transmit 
back to its Los Angeles, California office the orders of 
those banks to buy and sell securities. 


In view of the foregoing, it is appropriate in the public in- 
terest to impose the sanction specified in the offer of 
settlement. 


Accordingly, 1T 1S ORDERED, subject to the representa- 
tions and undertakings in the offer of settlement includ- 
ing those specified above, that Henry Imholz be, and he 
hereby is, barred from being associated with any broker 
or dealer, except that he may become associated with the 
broker-dealer named in the offer under the conditions set 
forth therein. After one year from the date of this order, 
Imholz may apply to the Commission, upon a proper 
showing of proposed supervision, for permission to be- 
come associated with a broker or dealer as a supervised 
person. The sanction is effective as of the opening of 
business on March 11, 1974. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10666/March 4, 1974 


Admin. Proc. File Nos. 3-3867 and 3-3868 
In the Matter of 


CLAUDE W. BROWN 
Oklahoma City, Oklahoma 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities 

Exchange Act, Claude W. Brown, who was executive vice 
President and a director of Don D. Anderson & Co., Inc. 
(“registrant”), formerly a registered broker-dealer, 1/ 


has submitted an offer of settlement. Solely for the pur- 
pose of these or any other proceedings pursuant to Sections 
15(b) and 15A of the Exchange Act, and without admit- 
ting or denying the allegations in the order for proceedings 
as amended, Brown consents to findings of misconduct as 
alleged in that order and to imposition of a specified sanc- 
tion. Upon the recommendation of its staff, the Commis- 
sion determined to accept the offer. 


On the basis of the amended order for proceedings and the 
offer of settlement, it is found that: 


1. During the period from about February 26, 1970 to 
February 24, 1972, Brown willfully aided and abetted vio- 
lations of Sections 5(a), 5(c) and 17(a) of the Securities 
Act and Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. Brown offered, sold and delivered shares of 
common stock of Southwest Factories, Inc., Four Seasons 
Nursing Centers of America, Inc., Academy Computing 
Corporation, and Pioneer Nursing Centers, Inc. when no 
registration statement under the Securities Act had been 
filed or was in effect as to those securities. He failed to 
disclose to customers to whom he recommended and sold 
such stocks that insiders of those companies were selling 
the stocks in contemporaneous transactions with registrant. 


2. On or about September 30, 1971, Brown willfully 
aided and abetted violations of Section 15(c)(3) of the Ex- 
change Act and Rule 15c3-1 thereunder in that registrant 
effected securities transactions when its aggregate indebted- 
ness to all other persons exceeded 2,000% of its net capi- 
tal. 


3. During the period from about October 15, 1971 to 
February 29, 1972, Brown willfully aided and abetted 
violations of Section 17(a) of the Exchange Act and Rule 
17a-11 thereunder in that registrant failed to file required 
reports when its aggregate indebtedness to all other persons 
exceeded 1,200% of its net capital. 


4. Brown failed to exercise reasonable supervision over 
persons subject thereto with a view to preventing the filing 
of a financial report by registrant, as of September 30, 
1971, which substantially overstated its income. 


The offer of settlement provides that Brown may be 
barred from association with any broker or dealer regis- 
tered under the Exchange Act with the proviso that, after 
six months, he may apply to the Commission for permis- 
sion to become so associated in a supervised capacity upon 
a showing that he will be properly supervised. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T |S ORDERED that Claude W. Brown be, 
and he hereby is, barred from being associated with any 
registered broker or dealer except that, after six months, 
he may apply to the Commission for permission to become 
so associated in a supervised capacity upon a showing that 
he will be properly supervised. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 


1/ Registrant consented to revocation of its broker-deal- 
er registration in these proceedings. Securities Exchange 
Act Release No. 10441 (October 17, 1973), 2 SEC Dock- 
et 600. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10667/March 4, 1974 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 16 to re- 
quest a hearing on an application of the PBW Stock Ex- 
change, Inc. for unlisted trading privileges in the com- 
mon stocks of the following companies: 


FRESNILLO COMPANY 
NATIONAL SEMICONDUCTOR CORPORATION 
RITE AID CORPORATION. 





. SECURITIES EXCHANGE ACT OF 1934 
Release No. 10668/March 6, 1974 


REQUEST FOR PUBLIC COMMENT ON AMEND- 
MENTS TO SECURITIES EXCHANGE ACT RULES 
3b-3, 10a-1 and 10a-2 FILE NO. S7-515 


The Commission today announced proposed amendments 
to Securities Exchange Act Rule 3b-3, Rule 10a-1 and 
Rule 10a-2 modifying existing regulation of short sales in 
response to contemplated changes in the manner of re- 
porting transactions in listed securities, namely the im- 
plementation of a “composite transaction reporting sys- 
tem.” The amendments are proposed pursuant to Sec- 
tions 3(b), 10(a) and 23(a) of the Securities Exchange 
Act. 


In its Policy Statement on the Structure of a Central 
Market System, 1/the Commission noted that before a 
composite transaction reporting system becomes opera- 
tional 2/it will be necessary to review current provisions 
for the regulation of short sales to insure that such regu- 
lation will be complete and effective. 3/ 


At present, trading in a particular security is subject to 
varying degrees of short sale regulation depending on the 
market in which particular trensactions are effected. 
Trades in the “primary” exchange market for a particular 
security, for example, are subject to Securities Exchange 
Act Rule 10a-1 4/ which prohibits a short sale on an 
exchange of any security below the price at which the 
last sale was effected (a “‘minus tick’’) or at the last sale 
price if the immediately preceding trade was at a higher 
price (a “‘zero-minus” tick). 5/ Generally, trades on a 
“regional” exchange are subject to the same requirement; 
however, paragraph (d)(6) of Rule 10a-1 permits a short 
sale on an exchange if necessary to equalize the price of 
such security with its current price in the principal ex- 
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change market for that security. 6/ In practice, this 
exemption has permitted a short sale on a regional ex- 
change to be effected at a price equal to the last sale of 
such security on the primary exchange, without regard to 
whether such sale would be above or below the last sale on 
the regional exchange or whether the last sale in the prim- 
ary market was effected on a “‘plus” or minus tick. Finally, 
while Section 10(a) of the Securities Exchange Act 
authorizes the Commission to adopt comprehensive short 
sale regulation for securities “registered” on a national 
securities exchange, whether such sales are effected there- 
on or by means of another instrumentality of interstate 


commerce, Rule 10a-1 applies only to exchange transactions. 


Short sales in the over-the-counter market for listed securi- 
ties (the “third market’’) are not currently regulated. 


The implementation of a composite transaction reporting 
system is the first of a series of steps the Commission out- 
lined in its Policy Statement to achieve the goal of a 
central market system in securities registered on an ex- 
change. 7/ Reports of transactions in certain securities 
registered on a national securities exchange, whether 
effected on the exchange with which the issuer is regis- 
tered, or on one or more other exchanges, or in the third 
market, will be commingled in a continuous stream of in- 
formation. The Commission believes it is particularly im- 
portant, for the protection of investors and to ensure fair 
dealing in such securities, that transactions reported 
through the composite tape system be subject to appropri- 
ate short sale regulation. 


It has long been recognized that one of the dangers of 
short selling is the possibility that a seller will attempt to 
establish new lows in a particular security with the hope 
that investors, observing the decline in price, will be in- 
duced to liquidate their holdings. If such seller is able to 
exhaust the existing bids in a particular security with his 
short sales, and if he is able to attract long selling to the 
market, his goal of accelerating the price decline of a 
particular security should be accomplished. Thus, it is 
the national dissemination of short sales, either by an ex- 
change transaction tape, or, as contemplated, by a com- 
posite transaction reporting system, which in large part 
enables the short seller to accomplish his intentions. The 
Commission does not believe the composite transaction 
reporting system should provide a vehicle for such 
efforts. In addition, short sale regulation should ensure 
that transactions are not effected in one market, in a 
security that is traded in multiple markets, solely because 
of the desire of a customer to evade short sale restrictions 
imposed in another market. 


The Commission’s Advisory Committee on a Central 
Market System addressed itself to the form Rule 10a-1 
should take upon the implementation of a composite 
transaction reporting system. The Committee, in its 
Interim Report to the Commission on Regulation Needed 
to Implement a Composite Transaction Reporting System, 
recommended that short sales be prohibited at prices be- 
low that of the last transaction reported in the composite 
transaction reporting system (a minus tick) or at that 
price if such price was below the preceding transaction at 
a different price reported in that system (a zero-minus 
tick).8/ The Committee recognized that the effectiveness 
of such an approach would be dependent on prompt 






















































reporting and proper sequencing of transactions, particu- 
larly during periods of unusually active trading.9/ 


In addition, the Committee considered two exemptions to 
its proposed rule, only one of which the Committee mem- 
bers agreed upon. The Committee believed that the general 
short sale rule suggested above should be modified to per- 
mit a short sale made pursuant to a firm, recorded, time- - 
stamped offer to sell without regard to an intervening re- 
port in the composite transaction reporting system of 
another transaction at a higher price, as long as a short 

sale pursuant to that offer would have been in compliance 
with the short sale rule when the offer was recorded. With- 
out this exemption, it may be that a market maker would 
be unduly restricted by the appearance of intervening 
trades effected in other markets reported on the composite 
transaction reporting system. 10/ 


The Committee also analyzed the “equalizing” exemption 
provided in paragraph (d)(6) of Rule 10a-1 for short sales 
effected in ‘‘secondary”’ exchange markets. 11/ In most 
instances, the Committee’s proposed rule would obviate 
the need for an equalizing exemption since permissible 
sales would be determined by last sale, not in the market 
in question, but in the composite transaction reporting 
system. The Committee noted, however, that a limited 
equalizing exemption may be necessary where a specialist 
on a regional exchange has granted “‘primary market pro- 
tection” to a customer, guaranteeing the customer an exe- 
cution at the next sale price in the primary market or, in 
the case of a limit order, at the limit price if the primary 
market price reaches the limit order price. Without an 
exemption it would appear that a regional exchange speci- 
alist may be prevented from filling a customer’s limit 
order bid since the specialist may not be “‘long”’ at the 
time of execution. The Committee was unable to reach 
agreement, however, as to whether a limited form of 
equalizing exemption should be continued. 12/ 


Several questions have been raised by interested observers 
as to the efficacy of the Advisory Committee’s proposed 
short sale rule. For example, some have stated that the 
proposed rule may result in more opportunities for legal 
short sales than at present. Others have stated that it would 
be difficult, if not impossible, for a specialist in an unusual- 
ly active market to watch the stream of information 
emanating from the composite transaction reporting sys- 
tem in order to determine permissible short sales. Still 
others have pointed out that there may be delays between 
the execution of an order and its appearance in the infor- 
mation stream or that, in periods of unusually high 
volume, the system may experience transmission delays 
resulting in delays in the reporting of transactions. There- 
fore, while the Commission is publishing herein amend- 
ments to Rule 10a-1 to implement the recommendations 
of its Advisory Committee, interested commentators are 
specifically requested to address the asserted deficiencies 
in this approach noted above and certain policy questions, 
which, among other things, reflect certain alternative pro- 
Posals that have been suggested. 


The specific policy questions on which comment is invited 
are as follows: 


(1) If the Commission adopts the rule published in this 


(2) 


(3) 





release, should the rule provide an exemption from 
short sale regulation for sales made by ‘‘secondary”’ 
market makers at a price equal to last sale in the 
primary market pursuant to an order for which 
“primary market protection’ has been granted? If 
so, should such an exemption be of temporary dura- 
tion, i.e., only until other aspects of the centrai 
market system are functioning?- 


Rather than using last sale appearing in the compos- 
ite transaction reporting system as a reference point 
for determining permissible short sales, should the 
short sale rule prohibit short sales on ‘“‘minus” or 
“zero minus” ticks in relation to last sale in the 
primary market for such securities? If such an 
approach were adopted, should “secondary” market 
makers be permitted to effect “‘equalizing” sales at 
the primary market price, as is presently permitted 
pursuant to paragraph (d)(6) of Rule 10a-1? 


Would it be more appropriate for short sale regula- 
tion 


(a) to prohibit short sales below the lowest inde- 
pendent offer, or 


(b) to prohibit short sales below a specified, pre- 
determined price such as previous day’s closing 
price, previous day’s low or same day’s open- 
ing, or 


(c) tolimit short selling to a predetermined 
amount of the outstanding publicly-held 
securities? 


Interested commentators should also note that the amend- 
ments published herein: 


(1) 


(2) 


(3) 
(4) 


(5) 


(6) 


amend Securities Exchange Act Rule 3b-3 to define 
ownership of a security for the purpose of determin- 
ing whether a particular sale is long or short; 13/ 


amend Rule 10a-1 to apply to sales of securities re- 
gistered on a national securities exchange effected 

by any broker or dealer rather than merely a mem- 
ber: 


eliminate the exemption for short sales of odd-lots; 


expand the odd-lot dealer exemptions to include 
certain sales by Qualified Third Market Makers in 
securities for which such market makers file notices 
on Form X-17A-16(1); 


amend the regional exchange “equalizing” exemption 
to limit its availability to certain securities, trades in 
which are not reported in a composite transaction 
reporting system pursuant to Securities Exchange 
Act Rule 17a-15; 14 / 


add an exemption for sales pursuant to recorded, 
time-stamped offers established prior to an inter- 
vening transaction to which the seller was not a 
party; 
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(8) amend Securities Exchange Act Rule 10a-2 to 
broaden its provisions to encompass the lending of 
securities in certain circumstances by all broker-deal- 


ers rather than merely by exchange members. 
TEXT OF PROPOSED AMENDMENTS 


INSERTIONS IN ITALICS 
DELETIONS [BRACKETED] 


Rule 3b-3. Definition of ‘Short Sale” 


The term “short sale” means any sale of a security which the 
seller does not own or any sale which is consummated by 
the delivery of a security borrowed by, or for the account 
of, the seller. For the purposes of this rule, a person shall 
be deemed to own a security if (1) he or his agent has title 
to it; or (2) he has purchased, or has entered into an un- 
conditional contract, binding on both parties thereto, to 
purchase it but has not yet received it; or (3) he owns a 
security convertible into or exchangeable for it and has ten- 
dered such security for conversion or exchange; or (4) he 
has an option to purchase or acquire it and has exercised 
such option; and (5) he has rights or warrants to subscribe 
to it and has exercised such rights or warrants: Provided, 
however, that a person shall be deemed to own securities 
only to the extent that he has a net long position in such 
securities. 


Rule 10a-1. Short Sales 


(a) No person shall, for his own account or for the account 
of any other person, effect a short sale of any security 
registered on a national securities exchange, if trades in 
such security are included in reports of a composite tran- 
saction reporting system pursuant to Securities Exchange 
Act Rule 17a-15, (1) below the price at which the last sale 
thereof, regular way, was reported in such composite tran- 
saction reporting system, or (2) at such price unless such 
price is above the next preceding different price at which 

a sale of such security, regular way, was reported in such 
composite transaction reporting system. No person shall, 
for his own account or for the account of any other person, 
effect on a national securities exchange a short sale of any 
security, /f trades in such security are not included in re- 
ports of a composite transaction reporting system pursuant 
to Securities Exchange Act Rule 17a-15, (1) below the 
price at which the last sale thereof, regular way, was 
effected on such exchange, or (2) at such price unless such 
Price is above the next preceding different price at which a 
sale of such security, regular way, was effected on such 
exchange. In determining the price at which a short sale 
may be effected after a security goes ex-dividend, ex-right, 
or ex-any other distribution, all sale prices prior to the 
““ex" date may be reduced by the value of such distribution. 


(b) No broker or dealer [member of a national securities 
exchange] shall, by the use of any facility of a national 
securities exchange, or any means or instrumentality of 
interstate commerce, or of the mails [such exchange] , exe- 
cute any sell order for a security registered on a national 
securities exchange unless such order is marked either 
“long” or “short’’. 


(c) No broker or dealer [member of a national securities 
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exchange] shall, by the use of any facility of a national 
securities exchange, or any means or instrumentality of 
interstate commerce, or of the mails [such exchange] , exe- 
cute any sell order for a security registered on a national 
securities exchange unless such order is marked either 
“long” or ““short’’. 


(c) No broker or dealer [member of a national securities 
exchange] shall mark any order to sell a security registered 
on a national securities exchange [a sell order] “long’’ un- 
less (1) the security to be delivered after sale is carried in 
the account for which the sale is to be effected, or (2) 
such broker or dealer [member] is informed that the 

seller owns the security ordered to be sold and, as soon as 
is possible without undue inconvenience or expense, will 
deliver the security owned to the account for which the sale 
is to be effected. 


(d) The provisions of paragraph (a) hereof shall not apply 
to -- 


(1) Any sale by any person, for an account in 
which he has an interest, if such person owns the 
security sold and intends to deliver such security 
as soon as is possible without undue inconvenience 
or expense; 


(2) Any broker or dealer [member] in respect 
of a sale, for an account in which he has no interest, 
pursuant to an order to sell which is marked “long”; 


[(3) Any sale of an odd-lot;] 


[(4)] (3) Any sale by an odd-lot dealer, or sale by a 
Qualified Third Market Maker in a security for 
which such market maker has filed a notice with 
the Commission on Form X-17A-16(1), to offset 
odd-lot orders of customers; 


[(5)] (4) Any sale by an odd-lot dealer, or a sale by 
a Qualified Third Market Maker in a security for 
which such market maker has filed a notice with the 
Commission on Form X-17A-16(1), to liquidate a 
long position which is less than a round lot, pro- 
vided such sale does not change the position of such 
odd-lot dealer or such market maker by more than 
the unit of trading; 


[(6)] (5) Any sale of a security on a national securi- 
ties exchange, /f trades in such security are not in- 
cluded in reports of a composite transaction report- 
ing system pursuant to Securities Exchange Act Rule 
17a-15, effected with the approval of such exchange 
which is necessary to equalize the price of such 
security thereon with the current price of such 
security on another national securities exchange 
which is the principal exchange market for such 
security; 


[(7)] (6) Any sale of a security for a special arbitrage 
account by a person who then owns another security 
by virtue of which he is, or presently will be, 
entitled to acquire an equivalent number of securi- 
ties of the same class as the securities sold; provided 
such sale, or the purchase which such sale offsets, is 
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effected-for the bona fide purpose of profiting from 
a current difference between the price of the security 
sold and the security owned and that such right of 
acquisition was originally attached to or represented 
by another security or was issued to all the holders 
of any class of securities of the issuer; 


[(8)] (7) Any sale of a security registered on a 
national securities exchange effected for a special 
international arbitrage account for the bona fide pur- 
pose of profiting from a current difference between 
the price of such security on a securities market not 
within or subject to the jurisdiction of the United 
States and on a securities market subject to the 
jurisdiction of the United States [such national 
securities exchange] ; provided the seller at the time 
of such sale knows or, by virtue of information cur- 
rently received, has reasonable grounds to believe 
that an offer enabling him to cover such sale is then 
available to him in such foreign securities market and 
intends to accept such offer immediately; or 


[(9)] (8) Any sale of a security registered on a 
national securities exchange effected in accordance 
with a special offering plan declared effective by the 
Commission pursuant to paragraph (d) of Rule 10b-2. 


(9) Any sale made pursuant to a firm offer to sell 
securities, properly recorded and time-stamped prior 
to the reporting of a sale on a composite transaction 
reporting system pursuant to Securities Exchange 
Act Rule 17a-15 at a price above that recorded 

offer, so long as a transaction pursuant to that offer 
would have been in compliance with paragraph (a) of 
this rule when the offer was established and recorded. 


(10) Any sale of a security registered on a national 
securities exchange effected in conformity with a 
plan submitted by a national securities exchange or 
association designed to regulate short sales during 
temporary periods of unusually high trading activity, 
or in other circumstances, if the Commission has 
declared such plan effective. 


For the purpose of Clause [(8)] (7) hereof a depository 
receipt for a security shall be deemed to be the same secur- 
ity as the security represented by such receipt. 


Rule 10a-2. Requirements for Covering Purchases 


(a) No broker or dealer [member of a national securities 
exchange] shall lend, or arrange for the loan of, any 
security registered on a national securities exchange for de- 
livery to the broker for the purchaser after sale, or shall 

fail to deliver a security on the date delivery is due, if such 
[member] broker or dealer knows or has reasonable 
grounds to believe that the sale was effected, or will be 
effected, pursuant to an order marked “long,” unless such 
[member] broker or dealer knows, or has been informed 
by the seller, (1) that the security sold has been forwarded 
to the account for which the sale was effected; or (2) that 
the seller owns the security sold, that it is then impractical 
to deliver to such account the security owned and that he 
will deliver such security to such account as soon as is pos- 
sible without undue inconvenience or expense. 








(b) The provisions of paragraph (a) hereof shall not 
apply (1) to the lending of a security registered on a 
national securities exchange by a [member] broker or 
dealer through the medium of a loan to another broker or 
dealer [member] , or (2) to any loan, or arrangement for 
the loan, of any security, or to any failure to deliver any 
security if, prior to such loan, arrangement, or failure to 
deliver, [the exchange upon which the sale requiring the 
delivery of such security was effected] a national securi- 
ties exchange exchange, in the case of a sale effected 
thereon, or a national securities association, in the case 
of a sale not effected on an exchange, finds (i) that such 
sale resulted from a mistake made in good faith, (ii) that 
due diligence was used to ascertain that the circumstances 
specified in clause (1) of Rule 10a-1(c) existed or to ob- 
tain the information specified in clause (2) thereof, and 
(iii) either that the condition of the market at the time 
the mistake was discovered was such that undue hardship 
would result from covering the transaction by a “purchase 
for cash,” or that the mistake was made by the seller’s 
broker and the sale was at a price permissible for a short 
sale under Rule 10a-1(a). 


The Commission believes that a comprehensive short selling 
rule to insure that proper functioning of a composite tran- 
saction reporting system is a matter of great significance to 
the national securities exchanges, the national securities 
association, firms in the securities industry and to the in- 
vesting public whose interest the Commission is mandated 
to uphold. The Commission, therefore, is inviting all per- 
sons interested in the future structure of the public securi- 
ties markets to submit their views on the rule proposed 
herein and the adcitional policy questions. Interested per- 
sons are requested to submit comments in writiing to the 
Office of Secretary, Securities and Exchange Commission, 
500 North Capitol Street, N.W., Washington, D.C. 20549, 
no later than May 1, 1974. All comments should refer to 
File No. S7-515 and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ — Securities and Exchange Commission, Policy State- 
ment on the Structure of a Central Market System (March 
29, 1973). 


2/ See Securities Exchange Act Release No. 9850 (Nov. 
8, 1972) (adoption of Securities Exchange Act Rule 17a- 
15); Securities Exchange Act Release No. 10026 (March 5, 
1973) (requesting cor:ment on a joint plan filed pursuant 
to Securities Exchange Act Rule 17a-15); Securities Ex- 
change Act Release No. 10073 (March 29, 1973) (request- 
ing comment on certain exhibits and related documents 
supplementing the joint plan filed pursuant to Securities 
Exchange Act Rule 17a-15); Securities Exchange Act 
Release No. 10161 (May 21, 1973) (requesting public com- 
ment on certain amendments to the joint plan filed pursu- 
ant to Securities Exchange Act Rule 17a-15); Securities 
Exchange Act Release No. 10218 (June 13, 1973) (Letter 
of the Commission offering comments on, and proposed 
amendments to, the joint plan filed pursuant to Securities 
Exchange Act Rule 17a-15); Securities and Exchange Com- 
mission File No. $7-433. 
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3/ ~=Policy Statement, 52, 66. 
4/ 17 C.F.R. 240.10a-1. 


5/ See generally, Securities Exchange Act Release No. 
2039 (March 10, 1939); 2 Report of Special Study of 
Securities Markets, H. Doc. No. 95, 88th Cong., 1st Sess. 
251-252 (1963). 


6/ = See Securities Exchange Act Release No. 1579 (Feb. 
10, 1938). 


7/ = «~Policy Statement, 64-68. 


8/ Advisory Committee on a Central Market System, 
Interim Report to the Commission on Regulation Needed 
to Implement a Composite Transaction Reporting System, 
3, 7 (Oct. 11, 1972). 


9 = Id. at3. 
10/ Id. at 4. 
11/ Jd. at 56. 


12/ The exemption considered by the Committee would 
have permitted short sales by a regional exchange specia- 
list at a price equal to the last sale recorded in the com- 
posite transaction reporting system, if the order has been 
granted primary market protection. 


13/ See Securities Exchange Act Release No. 1571 (Feb. 


5, 1938). Cf., Securities Exchange Act Rule 10b-4(b), 17 
C.F.R. 240.10b-4(b). 


14/ See policy question number 1. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10669/March 6, 1974 


A notice has been issued giving interested persons until 
March 26, 1974 to request a hearing upon an application 
of Paine Lumber Company, Inc. (‘Paine’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 for 
an order exempting Paine from the provisions of Sections 
12(g), 13, 14 and 16 of that Act. Paine was incorporated 
for the purpose of acquiring the assets of the Paine Lum- 
ber Company Division of General Plywood Corporation 
by the employees of the Paine Division after the Division 
had been closed by General Plywood due to unprofitable 
operating results. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10670/March 7, 1974 


ANNOUNCEMENT IN RESPONSE TO COMMISSION 
RATE PROPOSALS 


The Commission announced today that it has responded 
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to the New York Stock Exchange's proposals to initiate a 
program for limited price competition commencing April 
1, 1974 on non-member orders involving up to $2,000 and 
to rescind existing prohibitions against charging, on orders 
involving more than $2,000, commissions in excess of the 
rates provided in stock exchange commission schedules. 
Further, the Commission responded to an NYSE request 
that minimum intra-member rates for floor brokerage and 
clearance functions be retained on orders not exceeding 
$2,000 and that a public investigation be made of the like- 
ly effects of introducing intra-member competitive rates 
for execution and clearance. The Commission stated that 
pending further study of, and solicitation of the public's 
views and comments on, whether current rules fixing 
intra-member rate charges prevent an adequate experiment 
with limited price competition, it would not object to 
implementation, by April 1, 1974, of the limited unfixing 
of non-member rates described above. The text of the Com- 
mission's letter follows: 





March 6, 1974 


Mr. James J. Needham, Chairman 
New York Stock Exchange, Inc. 
11 Wall Street 

New York, N. Y. 10005 





Dear Mr. Needham: 


This is in response to the letters of the New York Stock 
Exchange (“NYSE”), dated February 7 and 21, 1974, 
which submitted to us, pursuant to Securities Exchange 
Act Rule 17a-8, 17 CFR 240.17a-8, proposed amendments 
to the NYSE’s Constitution and Rules respecting commis- 
sion rates. These letters responded to the statement in our 
letter of December 14, 1973, to the NYSE, that “the ex- 
changes and the member firm community should assume 
the initiative for developing a program fostering limited 
price competition during” the period between April 1, 
1974, and April 30, 1975. Accordingly, the NYSE’s Feb- 
ruary 7th letter proposed amendments to Article XV of 
its Constitution, which would: 





(1) provide for competitive nonmember and intramem- 
ber commission rates on all orders not exceeding $2,000; 
(2) rescind the prohibition now set forth in NYSE Rule 
383 against charging commissions exceeding the existing 
exchange schedule of minimum rates applicable to orders 
exceeding $2,000; and (3) otherwise rescind NYSE Rule 
383. 





In its letter of February 21, the NYSE modified its original 
suggestions for Constitutional and Rule changes by deleting 
its proposed amendments respecting intramember rates 
for floor brokerage and clearance functions on orders not 
exceeding $2,000 (Sections 2(b) and 2(c) of Article XV of 
the NYSE Constitution). In this regard, the NYSE stated 
that no study has been made of the likely effects of intra- 
member competitive rates and requested the Commission 
to conduct an investigation of this matter. 








Pending further study of, and solicitation of the public's 
views and comments on, the question whether the reten- 
tion of your current rules fixing intramember rate charges 
for orders not exceeding $2,000 prevents the adequate 
















































experiment with limited price competition in which we 








previously indicated the exchanges should engage, we will 
not raise any objection if the NYSE should effect the rate 
proposals set forth in its letter of February 21. If the Com- 
mission determines, as a result of its study of the matter, 
that exchange experiments with limited price competition 
should be broadened to encompass intramember rates, we 
expect that you promptly will implement any necessary “ 
rule and constitutional changes. 


The Commission appreciates the NYSE’s timely efforts 
to begin a constructive experiment with limited price com- 
petition on April 1, 1974. 


Sincerely, 


Ray Garrett, Jr. 
Chairman 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10671/March 8, 1974 


NOTICE OF COMMISSION COMMENTS ON CONSOLI- 
DATED TAPE PLAN FILED PURSUANT TO RULE 17a- 
15 UNDER THE SECURITIES EXCHANGE ACT OF 
1934 (File No. $7-433). 


The Securities and Exchange Commission announced that 
it has sent to the sponsors of the consolidated tape plan 
jointly filed by the New York, American, Midwest, Pacific 
and PBW Stock Exchanges and the NASD on March 2, 
1973 a letter containing its definitive comments on the 
plan. The plan was filed pursuant to Rule 17a-15 under 
the Securities Exchange Act of 1934 and provides for re- 
porting of prices and volume of completed transactions 
with respect to securities registered on exchanges. 


The text of the letter follows: 


American Stock Exchange, Inc. 

Midwest Stock Exchange, Inc. 

National Association of Securities Dealers, Inc. 
New York Stock Exchange, Inc. 

Pacific Stock Exchange, Inc. 

PBW Stock Exchange, Inc. 


Dear Sirs: 


This is in further response to the composite tape plan 
jointly filed by you with the Commission on March 2, 
1973 (the “Joint Plan” or the “Pian”), pursuant to Securi- 
ties Exchange Act Rule 17a-15. 


As you are aware, the Commission adopted Rule 17a-15 
pursuant to its broad authority under the Securities Ex- 
change Act of 1934, including, but not limited to, Sections 
10, 15, 17 and 23 of that Act. The Rule is designed to 
effectuate the implementation of a nationwide disclosure 

or market information system to make universally available 
Prices and volume in all markets for listed securities. In 
order to accomplish this goal, the various exchanges and 

the NASD were asked to file a plan which would provide 











for the reporting of prices and volume of completed tran- 
sactions in listed securities. The Joint Plan to which each 
of you is a signatory was filed with us on March 2, 1973. 
In order to assure full public participation in the develop- 
ment of a composite tape, the Joint Plan filed was noticed 
for public comment. 1/ The Commission then prepared 
its own comments on the Plan as originally submitted, 
which were contained in a letter to you, dated June 13, 
1973; this letter also was the subject of public comments 
and comments from each of you. 2/ 


The Commission has reviewed the Joint Plan and all com- 
ment letters received in response to the request for com- 
ments thereon, as well as the responses of the Plan sponsors 
to and public comments on the Commission’s letter of 
comments to the Plan’s sponsors of June 13, 1973 (the 
“letter of comments’’). Having due regard for the main- 
tenance of fair and orderly markets, the public interest and 
the protection of investors, the Commission believes that 

it is necessary and appropriate that you modify the Plan 
and the amendments thereto in accordance with the changes 
described below (the Plan, as so amended and modified, 
being hereinafter referred to as the ‘Revised Plan’’). Thus, 
the Commission requests that you jointly refile the Revised 
Plan no later than March 29, 1974. 


Amendments to the Plan. \n its letter of comments, the 
Commission noted that implicit in the Commission's 
authority to pass upon the terms of a Rule 17a-15 plan 
necessarily would be the rights not only to approve subse- 
quent proposed changes therein but also to initiate such 
changes. Although, for the reasons outlined in its letter 
of comments, the Commission reaffirms that position, it 
nevertheless has determined not to require inclusion in the 
Plan of its proposed additional language with respect to 
amendments and thus not to object to the language con- 
cerning amendments contained in the Plan as originally 
filed. 


The Commission has made this determination in view of 
the fact that paragraph (a) of Rule 17a-15, relating to the 
Commission’s authority to declare a plan effective, clearly 
contemplated the Commission’s right to review and pass 
upon the effectiveness of any amendments submitted sub- 
sequent to the Plan’s being declared effective as well as 
those submitted prior to its effectiveness. In addition, since 
the Commission can amend the Rule whenever it appears 
necessary or desirable to do so, subject to the requirements 
of the Administrative Procedure Act, to impose additional 
requirements upon a sponsor of a plan, require additional 
procedures for reporting transactions or require a different 
format for the reports themselves, it follows that the Com- 
mission inherently has the authority to amend the Plan on 
its own initiative (of course affording the Plan sponsors 
and the public an opportunity for comment). Furthermore, 
under various provisions of the Securities Exchange Act the 
Commission can require an entity reporting trades in listed 
securities to change its rules or practices so as, in sub- 
stance, to effect an amendment to the Plan. Thus, the 
Commission feels that it is not necessary for the language 
it suggested in its letter of comments to be incorporated 
within the Plan itself. 


Evaluation of Performance bv Processor. A\ithough, as 
noted in the Commission’s letter of comments, the 
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Commission believes that an effective program to monitor 
the processor's performance might well require that reviews 
thereof occur annually (both the initial and all subsequent 
reviews), it is sympathetic to the concern expressed by 
many that such reviews might impose a significant burden 
upon the CTA in terms of time and money. The Commis- 
sion is reluctant to impose such a burden upon the CTA 
unless some inadequacies have been indicated. The change 
in Section IV set forth below is consistent with this point 
of view. 


In addition, the Commission continues to believe that its 
oversight authority requires the submission to it of any 
report prepared by the CTA, including minority views, 
reviewing and evaluating the processor’s performance. The 
Commission, however, recognizes the concern expressed 
that 30 days for the completion of such a review may not 
be adequate. 


In view of the foregoing, subsection (d) of Section IV 
should be deleted and the following subsections (redesig- 
nating existing subsection (e) as (g)) should be added to 
read as follows: 


(d) The contracts between SIAC and the Participants 
shall be for an initial term of five years after full im- 
plementation of the consolidated tape (Phase I! as 
described in Section V(f) hereof); provided that, if 
CTA shall determine that SIAC has failed to perform 
its functions in a reasonably acceptable manner in 
accordance with the provisions of the Plan or that 

its reimbursable expenses have become excessive and 
are not justified on a cost basis, then each such con- 
tract shall be terminated at such time as may be 
determined by CTA. In the event of any such determi- 
nation by CTA, any contract between SIAC and any 
other reporting party providing for such reporting 
party to furnish its last sale information to SIAC for 
inclusion on the consolidated tape also shall termin- 
ate at the same time. During the second year from the 
date of commencement of Phase I1, and thereafter 
from time to time during such initial five-year term 
upon the request of any two Participants (but not 
more frequently than once each year), CTA shall 
undertake a review of the questions of whether 

SIAC has failed to perforin its functions in a reason- 
ably acceptable manner in accordance with the provi- 
sions of the Plan and whether its reimbursable expenses 
have become excessive and are not justified on a cost 
basis. 


(e) During the fifth year from the date of commence- 
ment of Phase II, CTA shall undertake a review of the 
question of whether SIAC should continue as the 
Processor or should be replaced, at or after the expira- 
tion of such fifth year. In making such review, con- 
sideration shall be given to such factors as experience, 
technological capability, quality and reliability of 
service, relative costs, back-up facilities and regulatory 
considerations. After the expiration of the five-year 
period from the date of commencement of Phase II, 
CTA shall periodically (at least every two years, or 
from time to time upon the request of any two Partici- 
pants but not more frequently than once each year) 
undertake a similar review as to whether the organiza- 
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tion then acting as the Processor should be continued in 
such capacity or should be replaced. Replacement of 
SIAC as the Processor, other than for cause as provided 
in the first sentence of Section IV(d), shall require an 
amendment to the Plan adopted and filed as provided in 
Section I11(b) hereof. 


(f) Within 90 days after the commencement of any 
review by CTA of the Processor’s performance, CTA shall 
file with the SEC a copy of a report prepared by it, in- 
cluding any minority views, evaluating such performance 
and setting forth its recommendations with respect 
thereto. In addition, the SEC shall be notified immedi- 
ately upon the commencement of any such review. 


Contracts with Processor. \n order to prevent frustration of 
the contractual expectations of any person or entity which 
enters into an agreement with respect to the tape, a new 
subsection (h) should be added to Section IV to read as 
follows: 


(h) The Processor’s contracts and agreements with 
Participants and other reporting parties shall by their 
terms be subject at all times to applicable provisions 
of the Securities Exchange Act of 1934, as amended, 
and the rules and regulations thereunder. 


In addition, anew subsection (f) should be added to Sec- 
tion VIII (redesignating existing subsection (f) as (g)) to 
read as follows: 


(f) All agreements entered into by and between 
Participants, Vendors and subscribers with respect 
to the consolidated tape shall by their terms be 
subject at all times to applicable provisions of the 
Securities Exchange Act of 1934, as amended, and 
the rules and regulations thereunder. 


High-Speed Transmission. The Commission has not been 
convinced of the need or justification for delaying availa- 
bility of the data utilized by interrogation devices solely 
because the tape may be running late. It is difficult to 

see how considerations relating to the relative market- 
ability of tickers and interrogation devices could outweigh 
the interest of investors -- who do not have direct access to 
exchange floors -- in obtaining reports of trades as prompt- 
ly as they can be provided. Accordingly, the Commission 
has determined that the Plan should be amended to re- 
flect the suggestions contained in its letter of comments. 
The second paragraph of Section V(e) (at the top of page 
19) should be deleted and a new paragraph should be 
inserted in its place to read as follows: 


The Processor also shall make available to the Vendors 
referred to in Section VIII consolidated last sale 
prices by means of a high speed line permitting them 
to receive this information on a current basis, regard- 
less of any delay in the dissemination of this informa- 
tion over Network A or Network B, for the purpose 
of servicing approved interrogation devices (as that 
term is defined in Section VIII), located in the offices 
of approved subscribers, and not for the purpose of 
furnishing a ticker display. 


Eligibility Criteria. \n the Commission's letter of comments 
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it stated that the limitation of eligible securities to those 
listed on a principal national securities exchange is inappro- 
priate because, in its view, eligibility criteria should be based 
on the characteristics of individual securities rather than on 
the exchanges on which they are listed. 3/ The Commission 
also noted, however, that the present character of the exist- 
ing nationally distributed tapes would be altered consider- 
ably if the Plan’s proposed eligibility standards were not ~ 
raised, at least for the initial stages of the tape’s operation. 
The Commission’s suggested changes in the Plan were in- 
tended to balance these two considerations. In large part 
because of generally depressed market prices, however, it 
now appears that the effect of the Commission's suggested 
eligibility criteria would be the elimination from initial 
eligibility for inclusion on the consolidated tape of a sub- 
stantial number of American Stock Exchange (“ Amex’’) 
issues, and possibly a number of New York Stock Ex- 
change (“NY SE’’) issues as well. This result could be un- 
fair to these exchanges and certain issuers, as well as in- 
vestors, and was not intended. The Commission also be- 
lieves that as a general matter the CTA should be permitted 
some flexibility in applying the eligibility criteria. 


The Commission, therefore, has determined to follow the 
recommendations it outlined in its letter of comments, 
but with the addition of language to permit all securities 
which substantially meet the NYSE’s or Amex’s listing 
standards to be included on the consolidated tape, and to 
permit the exercise of discretion in admitting new issues 
and removing issues from eligibility. Furthermore, the 
Commission has reconsidered the standards for loss of 
eligibility contained in Section 1V(d) of the Plan and 

has determined that such standards also should be consis- 
tent with those of the NYSE and the Amex. Accordingly, 
Section VI of the Plan should be deleted and a new Sec- 
tion VI should be inserted in its place to read as follows: 


Vi. Eligible Securities. (a) For the purposes of the 
Plan, Eligible Securities shall mean: 


(1) Any common stock or warrant registered 
or admitted to unlisted trading privileges on any 
national securities exchange which substantially 
meets the listing requirements of the NYSE or 
Amex for such securities, as they may be 
amended from time to time. 


(2) Any right admitted to trading on a national 
securities exchange which entitles the holder 
thereof to purchase or acquire a share or shares 
of an Eligible Security, provided that both the 
right and the Eligible Security to which it relates 
are admitted to trading on the same national 
securities exchange. 


(b) [A proposed amendment to this subsection has 
been filed with the Commission and is discussed at 
page 17 of this letter.] 


(c) Asecurity shall cease to be an Eligible Security 
Whenever, in the case either of a common stock, war- 
rant or preferred stock: (A) such security would be 
eligible for delisting under the delisting standards of 
the NYSE and the Amex; or (B) such security has been 
suspended from trading on any national securities 


exchange because the issuer thereof is in liquidation 
or is in bankruptcy or similar type proceedings; or 
(C) during the immediately preceding twelve month 
period less than 25% of the transactions in that security 
have been executed on national securities exchanges 

(in the aggregate), provided, however, that this standard 
shall not apply to Eligible Securities which have been 
listed for less than twelve months; or (D) such security 
is no longer registered or admitted to trading on any 
national securities exchange. If CTA shall have deter- 
mined that any security has ceased to be an Eligible 
Security, such security shall be excluded until CTA is 
satisfied that it meets the above requirements for in- 
clusion as an Eligible Security; provided, however, that 
CTA, in its discretion, may determine that any such 
security should not be so excluded if it finds that such 
a determination would be in the public interest. In 
making such a determination, CTA shall take into 
consideration the fact that the delisting or striking 
from trading of securities on national securities ex- 
changes involves a substantial element of judgment 

on the part of exchange officials and that a similar 
judgment should be applied in determining whether a 
security should be excluded from the consolidated 
tape. 


(d) Each national securities exchange shall, promptly 
following commencement of Phase |, furnish CTA with 
appropriate data concerning all securities traded on 
such exchange which are believed to meet the above 
requirements for inclusion on the consolidated tape as 
Eligible Securities. Thereafter, each national securities 
exchange shall furnish CTA with data concerning 
securities listed on such exchange which are to be 
included in the future as Eligible Securities on the 
consolidated tape. Each national securities exchange 
may from time to time be required by CTA to furnish 
it with data concerning Eligible Securities traded on 
such exchange to determine whether or not such 
securities continue to meet the requirements for in- 
clusion as Eligible Securities on the consolidated tape. 


If CTA shall question whether or not any security 

meets the requirements for inclusion on the consolidated 
tape as an Eligible Security, such security shall not be 

so included until CTA is satisfied that it meets the 

above requirements for Eligible Securities. 


Limitations on Retransmission. \n not objecting to the 
Plan’s limitations on retransmission, the Commission 
recognized that the principal effect of this provision 

would be to maintain in the self-regulatory bodies (through 
the CTA) the control that the primary exchanges currently 
exercise over their own ticker distribution networks. Inde- 
pendent vendors would be able to engage in the distribution 
of last sale data via monitoring or interrogation devices 
and to market equipment for the display of data via a 
ticker; however, they would not be permitted to distribute 
a continuous stream of data for ticker display purposes. 
This function would remain the sole prerogative of the 
CTA. 


If this limitation on retransmission were not imposed, the 
various vendors would be free to provide ticker services. 
Ticker services provided by independent vendors most 
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likely would take on characteristics different from those 
of services currently available through the exchanges. For 
example, since 1968, the NYSE and Amex tapes have been 
priced on a geographically uniform basis; that is, sub- 
scribers pay the same charges for the service regardless of 
where they are located. This structure of charges is con- 
sistent with the exchanges’ interest in ensuring broad ex- 
posure to their markets. Competing and independent ven- 
dors would not necessarily continue this practice. It is 
possible that these vendors would find it more profitable 
to concentrate their efforts in high-volume metropolitan 
centers and either discontinue service to more remote areas 
or charge a fee more commensurate with the costs involved 
in providing such service. In either event, they probably 
would be able to offer ticker services in high volume areas 
at a rate substantially lower than that available from the 
CTA, which necessarily must build into its charge a sub- 
sidy to cover the costs of serving more remote areas. If 
only the CTA continued to service more remote areas it 
probably would have to increase its fees due to the loss of 
compensating high-volume business. It might then become 
prohibitively expensive or impossible to obtain ticker in- 
formation in less populous regions. 


In addition, some have questioned the reliability of the 
service that would be furnished by independent vendors. 
Currently, the exchanges provide extensive back-up sys- 
tems for their tapes to ensure these tapes will continue to 
run even if there is a breakdown in the primary system. It 
is not clear that the interest of the independent vendors 
in uninterrupted service would be sufficiently great to 
justify the expense involved in developing such a back-up 
capability. 


Finally, the Commission must consider the matter of 
regulation. At present, the NYSE and Amex tapes are 
under the direct control of the respective exchanges and, 
as exchange facilities, are directly subject to Commission 
oversight. Although legislation has been introduced in 
Congress which could give the Commission direct regulatory 
authority over certain ‘‘securities information processors,”’ 
such as vendors, it does not now exercise such direct 
authority, and arguments concerning its authority to do 
so may be raised. Such authority could be particularly 
important because the principal obligation of the inde- 
pendent vendors is to serve the interests of their share- 
holders rather than to promote fair and orderly markets 
and to protect investors. 


The Commission has given careful consideration to the 
potential benefits which might arise from allowing inde- 
pendent vendors to compete with the CTA in providing 
ticker distribution services. The results that usually are 
expected to flow from active competition are decreased 
costs and the development of a greater quality and wider 
range of services. For example, the various vendors might 
be expected to offer ticker service to certain subscribers 
at a lower rate than the CTA would have to charge. As 
noted above, however, this discount could be at the ex- 
pense of other subscribers located in more remote areas. 
In our judgment the importance of widespread availability 
of ticker services at a reasonable price is more important 
to the public interest than selective price-cutting. 


In the area of improved services, the limitation on retrans- 
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mission would not seem substantially to hamper competi- 
tive efforts. The vendors would still be free to develop 
new and better interrogation and monitoring devices and 
to continue to upgrade the variety of software packages 
available in conjunction with this type of service. Even in 
the market for ticker services alone, there is no restriction 
on the competitive marketing of various kinds of devices 
which may be used to display the ticker nor on the 
various ways of presenting it, such as selective tickers. 

It is only the actual distribution of the data stream which 
would be reserved to the CTA. Thus, competition would 
appear able to flourish in a number of ways, consistent 
with the need to maintain a reliable, widely-available, well- 
regulated ticker network. 











In view of these circumstances, the Commission believes 
that the limitation on retransmission in the Plan should 
be retained. However, in suggesting, in its letter of com- 
ments, a modification of the prohibition on real time 





retransmission contained in Sections VIII(a) and (b) (so as 
not to preclude retransmission for ‘“‘monitoring’’ services, 

to satellite computers for interrogation purposes and for | 
other valid uses), the Commission did not intend sub- 
stantially to alter the present practices of self-regulatory 
organizations of approving interrogation and certain 
“monitoring” devices which reflect on a real time basis 

last sale prices in listed securities. Such approval authority 
is provided for the CTA in Section VIII(c) of the Plan and 
should permit the prohibition of any device which is 
capable of performing the same function as a moving 
ticker. 4/ Language which would give effect to the fore- 
going is contained in the suggested revision of Sections 
VIII (a) and (b) set forth at pages 15 and 16 of this letter. 





Market Identification. Aithough the Commission be- 
lieves that it is the responsibility of the Commission to 
interpret the market identification requirement of Rule 
17a-15, there is no reason why the CTA should not de- 
termine initially whether particular interrogation equip- 
ment is able to provide market identification in compli- 
ance with Rule 17a-15 (as the Plan presently provides in 
Section VIII (c)), 4/ subject to a right of appeal to the 
Commission, and subject to any exemptions from the 
requirement the Commission may grant from time to | 
time and any statements, guidelines or interpretations 
with respect to the requirement the Commission may 
issue from time to time, after consultation with the CTA. 
It would appear necessary, however, that the language in 
subsection (f) of Section VIII be modified to give effect 
to the Commission's interpretation regarding the capa- 





bilities which interrogation devices should possess, which : 
was published in Securities Exchange Act Release No. p 
10388 (September 12, 1973). 
Inasmuch as Rule 17a-15 requires broker-dealers who are a 
not members of any exchange or the NASD to report t! 
their trades in listed securities, a distinctive designation e 
should be provided for such trades. Accordingly, sub- " 
section (e) of Section V on page 18 should be amended . 
by adding, before the period in the fourth line from the ° 
bottom of the page, the words: ; 

di 








provided, however, that all last sale prices collected 
by the NASD and reported to the Processor shall, 
when disseminated by the Processor, be accompanied 
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by a distinctive alphabetic symbol distinguishing such 
last sale prices from those reported by any exchange 
or other reporting party, and all last sale prices reported 
by brokers or dealers required to file a Plan with the 
SEC pursuant to Rule 17a-15 shall, when disseminated 
by the Processor, be accompanied by a distinctive 
alphabetic symbol distinguishing such last sale prices 


from those reported by the NASD or any exchange. - 


Finally, the Rule requires that plans submitted pursuant 
thereto shall provide that every vendor who receives any 
information reported pursuant thereto must agree to 

make available to its subscribers reports of prices and 
volume of all completed transactions (“last sale reports’’) 
from all reporting markets in any listed security reported 
on by such vendor, that any person displaying last sale 
reports shall agree not to exclude such reports based upon 
the market in which a transaction was executed and that 
any public display of selected last sale reports be clearly 
identified as only reporting selected transactions classified 
as to size, category of security or other criteria. Inasmuch 
as the Plan does not contain provisions specificaliy re- 
quiring the above, a new subsection (h) should be added 
to Section VIII of the Plan to read as follows: 


(h) Every Vendor who receives any last sale prices 
reported pursuant to this Section VII! must agree to 
make available to its subscribers such last sale prices 
from all reporting markets in any listed security 
reported on by such Vendor. Every Vendor furnish- 
ing such last sale prices and its subscribers shall agree 
not to exclude any such prices based upon the market 
in which a transaction was executed, and any public 
display of selected last sale prices must be clearly 
identified as only reporting selected transactions 
classified as to size, category of security or other 
criteria. 


Trading Halts and Suspensions. As noted in the Commis- 
sion’s letter of comments, the effective coordination of 

the regulation of trading activity in multiple markets would 
require no less than that if any Participant halts or sus- 
pends trading in a security for regulatory reasons it should 
be required promptly to notify SIAC, the Commission and 
each of the other Participants which trades that security. 
In addition, in order to ensure fair and effective coordina- 
tion in such cases, and to avoid placing one market in a 
position to control the reporting of another market, the 
Commission suggested that the Processor continue to 
include on the consolidated tape last sale prices in such a 
security received from other Participants or other reporting 
parties until the Commission itself acts to suspend or halt 
trading in that security. However, the Commission has 
determined not to object to the language of Section X (a) 
as Originally filed, subject to its being modified to permit 
the Commission to review and to supersede any exclusion 
of reports of transactions in Eligible Securities. Further- 
more, recognizing the concern expressed that it might be 
unable to move with sufficient speed to halt or suspend 
trading in a coordinated manner, once the consolidated 
tape is in operation, the Commission will adopt whatever 
Procedures are required to enable it effectively and expe- 
ditiously to review, in appropriate cases, any exclusion of 
reports of transactions in Eligible Securities. 


section (a) of Section X should be modified by adding 


To reflect the changes requested by the Commission, sub- 
after the word “‘thereof” in line 7 of page 36: 


; provided, however, that during the period of any 
such halt or suspension of trading, the SEC may 
determine that such exclusion of reports from the 
consolidated tape is no longer necessary for the 
maintenance of fair and orderly markets, the public 
interest or the protection of investors, and, upon be- 
ing notified by the SEC of such determination, the 
Processor shall commence including on the con- 
solidated tape reports of last sale prices which con- 
tinue to be reported to it during the period of such 
halt or suspension. 


Hours of Operation. The Commission continues to believe 
in the importance of disclosing promptly as many trades in 
Eligible Securities as feasible and therefore has determined 
that the consolidated tape should operate as long as a 
nationa! securities exchange is open. 5/ This determina- 
tion is not intended to suggest or require that any ex- 
change maintain trading hours other than at times of its 
own choosing. Existing subsection (b) of Section X should 
be revised to reflect this determination. In addition, we 
have no objection to the addition to the Plan of language 
designed to permit an equitable allocation of the expenses 
of the consolidated tape among those exchanges which are 
open during periods when cther exchange Participants 

are closed. 


Furthermore, it appears that some procedure should be 
provided whereby the consolidated tape would be activated 
prior to the opening of any exchange so that all trades 
which took place subsequerit to the prior day’s close of the 
tape, and before the opening of the exchanges, would be 
reported in proper sequence. 


Withdrawal Procedures. As noted in the Commission’s letter 
of comments, parties other than the Plan’s Participants 
undoubtedly will act in reliance on the provisions of the 
Plan (and in fact may have done so already). To prevent 
undue hardship, and to prevent the frustration of the pur- 
poses of Rule 17a-15, withdrawal from the Plan should 

be permitted only at such time as the withdrawing Partici- 
pant has filed with the Commission an acceptable Rule 17a- 
15 plan of its own. Accordingly, the following language 
should be inserted after the word “Participant” in the first 
line of Section XII! and after the word “‘or’’ in the second 
line of the same section: “after filing with the SEC its 

own plan, which plan has been declared effective by the 
Commission pursuant to Rule 17a-15.” Finally, the phrase 
“in the manner described in Section XIII" should be added 
following “CTA”, but before the comma, in the sixth line 
on page 41. 


Technical Matters. The \ast line of Section III(c) states in 
brackets (on the last line of page 5) that “other sections 
may be added to the list of sections which may be amended 
notwithstanding the objection of any particular Partici- 
pant.” This quoted phrase should be deleted, since it 
appears that a formal amendment would be necessary to 
add to the list in any event. 


The fourth sentence of Section V(d) refers to Section VIII 
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(a) as setting forth time limits for reporting transactions to 
the Processor. The reference should be changed to refer to 
Section VII (a). 


For convenience, it appears that the term “interrogation de- 
vice” should be defined to include not only display devices 
capable of responding to specific inquiries for last sale 
prices but also those capable of reporting changes in such 
prices as they occur (frequently referred to as “‘monitoring 
devices”). In addition, Section VIII(a) defines Vendors in 
terms of persons engaged in “‘disseminating’’ reports of 
completed transactions. Inasmuch as this definition appears 
not to include those manufacturers of terminal or display 
equipment who do not own or lease transmission networks, 
which the Commission believes were intended to be included, 
the definition should be expanded to include those engaged 
in the business of displaying last sale prices. To reflect these 
changes, Sections VIII (a) and (b) should be revised to read 
as follows: 


(a) The last sale prices as consolidated by the Pro- 
cessor, relating to Eligible Securities registered on 

the NYSE, shall be disseminated over Network A 

and to the Vendors who may from time to time have 
contracts, executed by NYSE on behalf of all Network 
A Participants, permitting such Vendcrs to input such 
stream of data into their computers and develop a 
data base therefrom which is to be used for the pur- 
pose of (i) responding to specific inquiries for last 

sale prices of Eligible Securities disseminated over 
Network A or (ii) reporting as they occur changes in 
last sale prices of a limited number of specific 

Eligible Securities disseminated over Network A. (Any 
device designed to perform, whether alone or together 
with other functions, the function described in either 
clause (i) or (ii), or both, of the preceeding sentence 

is herein referred to as an “interrogation device’’.) 
Vendors will not be permitted to retransmit on a 
continuous basis the consolidated last sale prices 
received by them over Network A, except as may 

be incidental to the operation of approved interroga- 
tion devices. The term “Vendor” as used in the Plan 
shall include any person (other than the Fi ocessor) 
engaged in the business of disseminating or displaying 
to brokers and dealers or others, on a real time or 
other current basis, reports of transactions in 

Eligible Securities whether or not such dissemination 
or display includes all such reports disseminated by the 
Processor. 


NYSE will also, on behalf of all Network A Participants, 
enter into appropriate agreements with Vendors per- 
mitting them to install in the offices of approved sub- 
scribers any approved devices for the purpose of dis- 
playing last sale prices disseminated over Network A 

to the office or building in which such subscriber is 
located. (Any such device is hereinafter referred to as 

a “display device’’ or “tape display device’’.) 


(b) The last sale prices as consolidated by the Pro- 
cessor, relating to all Eligible Securities other than those 
to be disseminated over Network A, shall be disseminated 
over Network B and to the Vendors who may from time 
to time have contracts, executed by Amex on behalf of 
all Network B Participants, permitting such Vendors to 
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input such stream of data into their computers and 
develop a data base therefrom which is to be used for 
the purpose of (i) responding to specific inquiries for 
last sale prices of Eligible Securities disseminated over 
Network B or (ii) reporting as they occur changes in 
last sale prices of a limited number of specific Eligible 
Securities disseminated over Network B. Vendors will 
not be permitted to retransmit on a continuous basis 
the consolidated last sale prices received by them over 
Network B, except as may be incidental to the opera- 
tion of approved interrogation devices. 










Amex will also, on behalf of all Network B Participants, } 
enter into appropriate agreements with Vendors per- 
mitting them to install in the offices of approved sub- 
scribers any approved display devices for the purpose 
of displaying last sale prices disseminated over Network 
B to the office or building in which such subscriber is 
located. 


Amendments to the Plan Filed in May 1973. The Commis. 
sion has reviewed the amendments to Sections V1 and XI 
of the Plan and has no comment with respect to the finan- 
cial arrangements for sharing expenses and revenues (Sec- 
tion XI). 6/ 














With respect to the eligibility standards for preferred 
stocks, the Commission believes, as noted above with 
respect to common stock and warrants, that these standards / 
should be consistent with those of the NYSE or Amex. | 
Thus all preferred securities registered on any exchange 
which substantially meet the NYSE’s or Amex’s listing 
standards would be eligible for inclusion on the consoli- 
dated tape. 





In place of existing paragraph (3) and new paragraphs (4) 
and (5) of Section VI(a), a new paragraph (3) should be 
inserted to read as follows: 


(3) Any preferred stock registered or admitted to 
unlisted trading privileges on any national securities 
exchange which substantially meets the listing re- 
quirements of the NYSE or Amex for such securi- 
ties, as they may be amended from time to time. 


In addition, as noted with respect to common stocks, the 
Commission has determined that preferred stocks should 
be subject to losing eligibility if they become eligible for 
delisting under the delisting standards of the NYSE and 
Amex. Such standards have been incorporated into the 
revised Section VI(c) discussed above at page 7. 





With respect to the amendment setting forth the Plan’s 
eligibility standards for American depository receipts and 
real estate investment trusts, the Commission notes that 
to be consistent with its above suggestions with respect to 
common and preferred stocks these standards likewise 
should be consistent with the listing standards of the NYSE 
or Amex. Accordingly, the semicolon in line 4 of page 3 
of the amendments to Section VI should be changed toa 
period, and all of the language beginning with the word 
“provided”’ in the same line and ending in the word 
“Shares”’ in the ninth line from the bottom of the same 
page should be deleted. 
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Because the Commission believes that the interests of the 
public require the prompt adoption of the Revised Plan, 
the Commission requests that each of you refile the Re- 
vised Plan no later than March 29, 1974. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 10026 (March 
5, 1973). 


2/ ~~ Securities Exchange Act Release No. 10218 (June 
13, 1973). 


3/ The same reasoning also is applicable, of course, to 
the references to “‘principal’’ national securities exchanges 
contained in the amendments to Section V! which were 
filed with the Commission in May 1973 (discussed in a 
subsequent section of this letter). 


4/ The Commission would have no objection to a revi- 
sion of Section VIII (c) clarifying that the CTA is authorized 
to approve the functions of interrogation equipment. 


5/ Anumber of commentators expressed concern about 
the ability of the news media to report closing prices in 
listed securities. The Commission has considered this prob- 
lem at length and believes that practical solutions are 
available. For example, it might be feasible for all trading 
to stop for a brief period, say, at 3:30 p.m., so that ‘‘clos- 
ing” prices could be disseminated. Trading could then 
resume and be reported by the news media on the follow- 
ing day. 


6/ Subject to the comments above under Hours of 
Operation. 





SECURITIES EXCHANGE ACT OF 2934 
Release No. 10672/March 7, 1974 


Litigation Release No. 6272/March 7, 1974 
AVIS, INC., et al. (S.D.N.Y.) 


William D. Moran, New York Regional Administrator of 
the Securities and Exchange Germmisseon, announced to- 
day the filing of a complaint in Federal District Court for 
the Southern District of New York charging Avis, Inc., 
Garden City, New York, with disseminating a false and 
misleading quarterly report to stockholders and with filing 
a false and misleading Form 10-O with the Commission 

for the quarter ending March 31, 1973 and with selectively 
disclosing non-public material information concerning its 
gains on car sales to a limited number of securities analysts. 
The Commission also charged Rudman Associates, New 
York City, a hedge fund, and Venture Advisers, Inc., New 
York City, a registered investment adviser to New York 
Venture Fund, with short-selling and selling, respectively, 
Avis shares while in the possession of such non-public 
information, and Rudman Associates with inducing a 





major institutional investor to sell its Avis shares while 
Rudman Associates covered its short position with such 

shares at a profit. The complaint charged the defendants 
with violating Section 10(b) of the Securities Exchange 

Act of 1934 and Rule 10b-5 thereunder. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10673/March 8, 1974 


See Securities Act Release No. 5466/March 8, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10674/March 8, 1974 


Admin. Proc. File No. 3-4332 
In the Matter of 


COMMAND FINANCIAL CORPORATION 
733 15th St., N.W. Suite 1100 

Washington, D.C. 20005 

(8-15890) 


SAMUEL A. ALEXANDER, JR. 
GEORGE R. WALKER 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act, Command Financial Cor- 
poration, a registered broker-dealer (‘registrant’), 

Samuel A. Alexander, Jr., president and a director of 
registrant, and George R. Walker, vice president, secretary- 
treasurer and a director of registrant, for the purpose of 
these proceedings and without admitting or denying the 
allegations in the order for proceedings, consented to find- 
ings of willful violations as alleged in that order and to the 
entry of an order revoking registrant's registration as a 
broker-dealer, barring Alexander and Walker from associa- 
tion with any broker or dealer and requiring that Alexan- 
der and Walker each submit annual reports to the Com- 
mission’s Washington Regional Office setting forth his 
activities during the preceding year and stating that sanc- 
tions imposed herein have been complied with. 


On the basis of the order for proceedings and the consent, 
it is found that during the period from about December 1, 
1970 to about January 12, 1972: 


i. Registrant, Alexander and Walker willfully violated 
and willfully aided and abetted violations of Section 17(a) 
of the Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in connection 
with the offer, sale and purchase of shares of the common 
stock of Blasius Industries, Inc. (‘BI’). Among other 
things, successively higher bid and asked prices for BI 
stock were inserted in the National Quotation Bureau 
“pink” sheets for the purpose of creating an apparent 
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market in and aritificially raising the price of BI stock; pur- 
chases of BI stock were made at prices equal to or above the 
high bid prices and the low asked prices listed in the “pink” 
sheets; broker-dealers and retail customers, including busi- 
ness associates, close friends, and relatives, were solicited to 
buy BI shares at the artificially raised prices; and purchases 
and sales of BI common stock were effected by use of 
nominee accounts. Materially untrue and misleading state- 
ments were made regarding, among other things, the value 
of the BI shares, BI’s financial condition, and the guarantee 
against loss to purchasers of BI shares. 


2. Registrant willfully violated and Alexander and Walk- 
er willfully aided and abetted violations of Section 15(c)(3) 
of the Exchange Act and Rule 15c3-1 thereunder in that 
registrant effected transactions in securities while its aggre- 
gate indebtedness exceeded 2,000 per cent of net capital 
and it did not have and maintain net capital of at least 
$5,000. 


x Registrant willfully violated and Alexander and Walk- 
er willfully aided and abetted violations of Section 17(a) of 
the Exchange Act and Rule 17a-3 thereunder in that regis- 
trant failed to accurately make and keep current certain 
records, including records of original entry containing an 
itemized daily record of purchases, sales, receipts and de- 
liveries of securities and receipts and disbursements of cash; 
- records reflecting all assets and liabilities, income, expense, 
and capital accounts; ledger accounts itemizing separately 
for each cash and margin account all purchases, sales, re- 
ceipts and deliveries of securities and commodities; memor- 
anda of each brokerage order and instruction for the pur- 
chase and sale of securities; and, at least once a month, a 
record of proof of money balances of all ledger accounts in 
the form of trial balances and a record of the computation 
of aggregate indebtedness and net capital. 


In view of the foregoing, it is in the public interest to 
impose the sanctions and conditions consented to by 
respondents. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Command Financial Corporation, be, 
and it hereby is, revoked; that Samuel A. Alexander, Jr. 
and George R. Walker be, they hereby are, barred from 
being associated with any broker or dealer, and that Samuel 
A. Alexander, Jr. and George R. Walker each submit a 
report to the Commission’s Washington Regional Office, 
annually from the date of this order, setting forth his 
activities during the preceding year and stating that the 
sanctions imposed herein have been complied with. 


For the Commission, by the Office of Opinions and Review, 


purusant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10675/March 8, 1974 


Admin. Proc. File No. 3-4446 
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In the Matter of 


HAYDEN STONE, INC. 
767 Fifth Avenue 
New York, New York 


and 


MARSHALL S. COGAN 
(8-12324) 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


Hayden Stone, Inc., a registered broker-dealer (“‘registrant’’), 
and Marshall S. Cogan, an officer and director or registrant, 
have submitted offers of settlement in connection with an 
injunctive proceeding filed by the Commission in the 
United States District Court for the Southern District of 
New York involving the purchase, offer and sale of securi- 
ties of The Seaborad Corporation (‘‘Seaboard”’). 1/ 


Under the terms of their offers of settlement, respondents 
consented to the issuance of final judgments in the injunc- 
tive action enjoining them from violations of Section 17(a) 
of the Securities Act and Section 10(b) of the Exchange 
Act and ordering registrant to establish over a period of 
two years a fund aggregating $300,000 for the benefit of 
purchasers of Seaboard securities. They further consented 
to the institution of administrative proceedings pursuant 
to Section 15(b) of the Securities Exchange Act and to the 
imposition of specified sanctions. The Commission, upon 
the recommendation of its staff, has determined to accept 
the offers. 


Accordingly, 1T 1S ORDERED that public proceedings pur- 
suant to Section 15(b) of the Exchange Act be, and they 
hereby are, instituted against registrant and Cogan on the 
basis of and incorporating the allegations contained in 

the complaint filed in the aforementioned injunctive pro- 
ceeding. 


Registrant’s offer of settlement provides for its suspension 
from acting as a managing or co-managing underwriter of 
any public offering of securities registered under the 
Securities Act of 1933 for a period of up to sixty days; 
the establishment of specified remedial internal procedures 
for handling discretionary accounts; and the adoption of 
procedures with respect to any proposed public offering 
of securities registered under the Securities Act in which 
registrant proposes to be a manager or co-manager whereby 
a written record shall be made of each decision, and the 
reasons therefor, to proceed with an offering on any basis 
other than as recommended in writing by the Hayden 
Stone Corporate Finance Department. 


Cogan’s offer provides for his suspension from association 
with any broker or dealer for a period of up to nine months, 
after which he may be associated with any broker or dealer 
in any position, except that he may be so associated in any 
supervisory or principal position only after he has demon- 
strated to the Commission’s staff that he will be subject to 
supervision in such position. Cogan’s offer also provides 
that he may be prohibited from managing discretionary 
securities brokerage accounts while associated with any 
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entity registered or required to be registered with the Com- 
mission except where he demonstrates to the Commission’s 
staff that he or the organization with which he is or will be 
associated has implemented procedures for the handling of 
discretionary securities brokerage accounts designed to 
comply with applicable provisions of the federal securities 
laws. 


Under all the circumstances, it is in the public interest to 
impose the maximum sanctions specified in the offers of 
settlement. 


Accordingly, 1T 1S ORDERED that, subject to the terms 
and conditions set forth above and in the offers of settle- 
ment, and effective immediately, Hayden Stone, Inc. be, 
and it hereby is, suspended from acting as a managing or 
co-managing underwriter of any public offering of securi- 
ties registered under the Securities Act of 1933 for a period 
of sixty days, and that Marshall S. Cogan be, and he hereby, 
is suspended from association with any broker or dealer 

for a period of nine months, and prohibited from managing 
discretionary securities brokerage accounts while associated 
with any entity registered or required to be registered with 
the Commission. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SE.C. v. Hayden Stone, Inc. and Marshall S. Cogan, 
Civil Action No. 74 Civ. 1014 (MG). 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18299/March 1, 1974 


In the Matter of 


MISSISSIPP! POWER & LIGHT COMPANY 
P.O. Box 1640 
Jackson, Mississippi 39205 


MIDDLE SOUTH UTILITIES, INC. 
Two Eighty Park Avenue 

New York, N. Y. 10017 

(70-5466) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK TO HOLDING COMPANY BY SUB- 
SIDIARY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc., (“MSU”), a registered holding company, and its 
electric utility subsidiary company, Mississippi Power & 
Light Company, (““MP&L"), have filed an application- 
declaration with this Commission pursuant to the Public 


Utility Holding Company Act of 1935 (“Act’’), designating 
Sections 6(a), 7, 9(a), 10 and 12(f) of the Act and Rule 43 
promulgated thereunder as applicable to the following pro- 
posed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, 
for acomplete statement of the proposed transactions. 


MP&L proposes to issue and sell to MSU, and MSU pro- 
poses to acquire from MP&L, 435,000 presently authorized 
but unissued shares of MP&L’s common stock without par 
value (“Common Stock”) at its present stated value of $23 
per share, or $10,005,000 in the aggregate. The source of 
the funds to be utilized by MSU in connection with its 
proposed acquisition of the Common Stock will be pro- 
vided from treasury funds and the proceeds of short-term 
borrowings (File No. 70-5366, HCAR Nos. 18065, 18178). 


The net proceeds to be derived by MP&L from the issuance 
and sale of the Common Stock are proposed to be used by 
it to retire short-term obligations and to provide funds to 
carry forward its construction program and for other cor- 
porate purposes. (See File No. 70-5337, HCAR No. 
17977.) 


No special fees or expenses are anticipated in connection 
with the proposed transactions. Applicants-declarants 
state that no State or Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 26, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
Acopy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18300/March 1, 1974 


In the Matter of 


THE SOUTHERN COMPANY 
P. O. Box 720071 
Atlanta, Georgia 30346 


ALABAMA POWER COMPANY 
P. O. Box 2641 
Birmingham, Alabama 35291 


GULF POWER COMPANY 
P. O. Box 1151 
Pensacola, Florida 32502 


MISSISSIPPI! POWER COMPANY 
P. O. Box 4079 

Gulfport, Mississippi 39501 
(70-5471) 


NOTICE OF PROPOSED iSSUANCE AND SALE OF 
NOTES TO BANKS AND TO DEALERS IN COMMERCIAL 
PAPER BY HOLDING COMPANY AND THREE SUBSIDI- 
ARY COMPANIES; EXCEPTION FROM COMPETITIVE 
BIDDING; PROPOSED CAPITAL CONTRIBUTIONS TO 
SUBSIDIARY COMPANIES BY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that The Southern Company 
(“Southern”), a registered holding company, and three of 
its electric utility subsidiary companies, Alabama Power 
Company (“Alabama”), Gulf Power Company (“’Gulf’’) 
and Mississippi Power Company (‘‘Mississippi’’), have 

filed an application-declaration and amendments thereto 
with this Commission pursuant to the Public Utility Hold- 
ing Company Act of 1935 (“Act’’), designating Sections 
6(a), 6(b), 7 and 12 of the Act and Rules 45 and 50 promul- 
gated thereunder as applicable to the following transactions. 
All interested persons are referred to the amended applica- 
tion-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Souther, Alabama, Gulf, and Mississippi propose to issue 
and sell unsecured notes to banks and/or commercial paper 
to dealers from time to time through March 31, 1975, up to 
an aggregate principal amount of $160,000,000 outstanding 
at any one time in the case of Southern, and $80,000,000, 
$25,000,000 and $26,500,000, respectively, in the cases 

of Alabamz, Gulf, and Mississippi. 


Southern, Alabama, and Mississippi state that, by post- 
effective amendment hereto, they may request authorization 
to increase their respective amounts of short-term financing 
to $200,000,000, $135,000,000 and $28,000,000. The 
foregoing proposals are in addition to those contained in a 
separate application-declaration filed by Georgia Power 
Company (‘‘Georgia’’) for interim financing of $250,000,000 
by Georgia during the same period (See File No. 70-5463). 


Each of the three operating subsidiaries has arranged to 
issue and sell the proposed bank notes to local territorial 
banks, as follows: 
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Number of 
Local Banks 


Aggregate 


Company Amount 









Alabama Power Company 75 $61,005,000 
Gulf Power Company 18 14,123,000 

Mississippi Power 
Company 40 10,592,500 
$85,720,500 





In addition, an aggregate of up to $60,000,000 will be 
borrowed by Southern from a group of eight non-local 
banks--a portion of such aggregate, however, to be available 
to Alabama, Gulf, Mississippi, or Georgia. The bank notes, 
to be dated as of the date of issue, are to mature not more 
than one year thereafter in the case of Southern (but not 
later than June 30, 1975) and nine months in the cases of 
Alabama, Gulf, and Mississippi, and will bear interest at a 
rate not in excess of the prime rate in effect at the lending 
bank. The notes may be prepaid, in whole or in part, with- 
out penalty or premium. Alabama, Gulf, and Mississippi re- 
quest that the exemption afforded by Section 6(b) of the 
Act relating to the issuance of short-term notes be increased 
to permit issue and sale of the notes herein proposed. 


Alabama, Gulf, and Mississippi state their respective average 
daily operating balances with their local banks will be ade- 
quate to meet the compensating balance requirements of 
such banks. Although no arrangements have yet been made 
as to borrowings from non-local banks, it may reasonably 
be expected that such banks will require compensating 
balances, so that the effective cost of money from that 
source would be 10.93% per annum, assuming an 8-3/4% 
prime rate and a 20% compensating balance. 


Changes may be made in the maximum amount of bank 
notes to be outstanding for each company after the filing 
of a post-effective amendment setting forth such changes 
and upon the issuance of a further order of the Commission 
granting and permitting such post-effective amendment to 
become effective. 


Southern and Alabama further propose that, in lieu of 
portions of the bank borrowings hereinabove proposed, 
each may from time to time borrow, from the trust depart- 
ment of one or more of the following commercial banks, 
up to the specified amount: 


Bank Trust 
Department 


Maximum Aggregate 
Principal Amount 





Southern: Bankers Trust Com- 
pany, New York 
City $25,000,000 

Alabama: Birmingham Trust 
National Bank 
Birmingham, 
Alabama 8,000,000 

The First National 

Bank of Birmingham 

Birmingham, 

Alabama 
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The First National Bank 
of Montgomery 
Montgomery, Alabama 


First National Bank of 

Mobile 

Mobile, Alabama 3,000,000 
Such trust department borrowings will be made in each 
case pursuant to a master note agreement with the lending 
trust department and will bear interest at a rate or rates per 
annum equivalent to the rate currently charged by such 
trust department to other borrowers for similar borrowings, 
provided that such interest rate shall not exceed the cur- 
rently quoted discount rate on directly placed commercial 
paper of 90 to 180 day maturities issued by one or more 
financial credit companies as specified in the applicable 
master note agreement. No master note shall remain due 
later than 12 months in the case of Southern or 9 months 
in the case of Alabama from the date of issuance thereof. 
Each trust department will have the right to demand pay- 
ment of all or any part of the outstanding principal on any 
master note, and such principal will be prepayable at any 
time without penalty. Each master note agreement will be 
terminable by either party upon 30 days notice. 


Southem, Alabama, Gulf, and Mississippi also propose, 
from time to time through March 31, 1975, to issue and 
sell commercial paper in the form of short-term promissory 
notes to dealers in commercial paper (‘dealers’). The 
commercial paper notes will be issued in denominations of 
not less than $50,000 and not more than $5,000,000 with 
varying maturities not to exceed 270 days, and will not be 
prepayable prior to maturity. The commercial paper will 

be solid by each issuing company directly to or through a 
dealer at a discount which wvill not be in excess of the dis- 
count rate per annum prevailing at the date of issuance for 
prime commercial paper cf comparable quality and similar 
maturity. No commercial paper notes will be issued having 
a maturity of more than 90 days at an effective interest 
cost which exceeds the effective interest cost at which the 
issuer could borrow from banks. 


The dealer will reoffer such commercial paper at a discount 
rate of 1/8 of 1% per annum less than the prevailing inter- 
est rate to the issuer. The commercial paper of each com- 
pany will be reoffered, respectively, to not more than 200 
Customers of the dealer identified and designated in a non- 
public list prepared in advance by the dealer. No additions 
will be made to such list of customers without the approval 
of the Commission. 


Southern proposes to use the proceeds of the proposed 
bank notes and commercial paper sales and trust borrow- 
ings, together with general treasury funds and other avail- 
able funds, to make equity investments in the form of 
Capital contributions to Alabama, Mississippi, Gulf, and 
Georgia. The capital contributions proposed to be made 
through March 31, 1975 (other than those heretofore 
authorized by the Commission) are as follows: $117,250,- 
000 to Alabama; $122,500,000 to Georgia; $12,000,000 
to Mississippi; $7,500,000 to Gulf. 


Alabama, Gulf, and Mississippi will employ the proceeds of 
the short-term bank borrowings and commercial paper to 





finance their future construction programs, to reimburse 
their treasuries for prior expenditures for their respective 
construction programs, and to pay at maturity bank notes 
and commercial paper notes issued for such purposes. The 
applicant-declarants state that the bank borrowings and/or 
commercial paper to be issued pursuant to their proposals 
herein are expected to be retired from the proceeds of 
debt and/or equity financings unless otherwise authorized 
by the Commission. 


The issuance of Alabama of its notes has been expressly 
authorizec by the Alabama Public Service Commission, 
and the issuance by Gulf of its notes has been expressly 
authorized by the Florida Public Service Commission. No 
other State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Fees and expenses paid or incurred, or to be incurred, in 
connection with the proposed transactions are estimated 
as follows: 

Southern Alabama Gulf 


Mississippi Total 








Legal fees $2,000 $ 750 $ 750 $ 750 $4,250 
Miscellaneous 500 500 500 500 2,000 
2,500 1,250 1,250 1,250 250 


Applicant-declarants request authority to file certificates 
of notification under Rule 24 in respect of sales of their 
herein proposed borrowings within 30 days after the end 
of each calendar quarter. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 26, 1974, request in writing 
that a hearing be held on such matter, stating the nature 

of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration, as 
amended, which he desires to controvert; or he may request 
that he be notified if the Commission should order a hear- 
ing thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 

D. C. 20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in case of 
an attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as amended, or as it may be further amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 

to whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18301/March 4, 1974 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 
(70-5449) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND PREFERRED STOCK 


Louisiana Power & Light Company (“LP&L’’), an electric 
utility subsidiary company of Middle South Utilities, Inc., 
a registered holding company, has filed an application- 
declaration and amendment thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility Hold- 
ing Company Act of 1935 (“Act”) and Rule 50 promul- 
gated thereunder regarding the following proposed transac- 
tions. 


LP&L proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, $45,000,- 
000 principal amount of a new series of its First Mortgage 
Bonds, due March 1, 2004 (“Bonds’’). The interest rate of 
the Bonds (which will be a multiple of 1/8th of 1%) and 
the price, exclusive of accrued interest, to be paid to LP&L 
for the Bonds (which will be not less than 100% nor more 
than 102-3/4% of the principal amount thereof) will be 
determined by competitive bidding. The Bonds will be 
issued under the Company’s Mortgage and Deed of Trust, 
dated as of April 1, 1944, to The Chase Manhattan Bank 
(National Association), as successor Trustee, as heretofore 
supplemented by various indentures and as to be further 
supplemented by a Nineteenth Supplemental Indenture to 
be dated as of March 1, 1974. The Nineteenth Supplemen- 
tal Indenture will include, among other things, a prohibition 
until March 1, 1979, against refunding the Bonds, directly 
or indirectly, with funds borrowed at a lower effective in- 
terest cost. 


LP&L also proposes to establish, by arpropriate corporate 
action, a new series of its Preferred Stock, C.mulative, $100 
par value per share, which shall consist of 100,000 shares 
(“Stock”), and to issue and sell the Stock, subject to the 
competitive bidding requirements of Rule 50 under the 

Act. The dividend rate of the Stock (which will be a mul- 
tiple of 1/25th of 1%) and the price to be paid to LP&L for 
the Stock (which will be not less than $100 nor more than 
$102.75 per share) will be determined by the competitive 
bidding. The terms of the Stock will include a prohibition 
until March 1, 1979, against refunding the Stock, directly 

or indirectly, with funds derived from the issuance of debt 
securities at a lower effective interest cost or from the issu- 
ance of other stock, which ranks prior to or on a parity with 
the Stock as to dividends or assets, at a lower effective divi- 
dend cost. 


The sale of the Bonds and the sale of the Stock are separate 
transactions not contingent one upon the other. 


LP&L states it will apply the net proceeds derived from the 
issuance and sale of the Bonds and the Stock to the pay- 
ment of short-term borrowings estimated to total $25,000,- 
000 at the time the sale proceeds are received, to the pay- 
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ment at maturity of $15,297,000 of First Mortgage Bonds, 
3% Series due April 1, 1974, to the financing in part of 

the Company’s construction program (estimated at approxi- 
mately $131,300,000 for 1974), and to other corporate 
purposes. 








No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 





Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18277), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the re- 
cord, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary ; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. j 





For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18302/March 4, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 

(70-5462) | 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK BY HOLDING COMPANY AT COMPETI- 
TIVE BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power & 
Light Company (‘*Delmarva’’), a registered holding company, 
has filed a declaration, and an amendment thereto, with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act (“‘Act’’), designating Sections 6 and 7 of the Act 
and Rule 50 promulgated thereunder as applicable to the 
following proposed transaction. All interested persons are 
referred to the amended declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 





Delmarva proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50, 1,400,000 additional 
shares of its authorized but unissued common stock, par 
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value $3.37% per share. At December 31, 1973 Delmarva 
had 13,548,446 shares of common stock outstanding. 


The net proceeds received from the proposed issue and sale 
of common stock will be applied toward the retirement of 
short-term indebtedness incurred for interim financing of 
the construction program of Delmarva and its subsidiaries. 
On February 7, 1974, such indebtedness amounted to 
$48,950,000. Construction expenditures for 1974 are esti- 
mated at $115,355,000, which includes an allowance for 
funds used during construction of $8,095,000. Delmarva 
states that it expects to finance the foregoing construction 
program in part with the proceeds of additional issuances 
of securities in 1974. 


The fees, expenses and commissions incurred or to be incur- 
red in connection with the proposed transaction will aggre- 
gate $78,000, of which $10,000 will be incurred for legal 
fees, $8,500 for accountants’ fees and $33,000 for printing 
services. The Public Service Commission of Delaware has 
jurisdiction over the proposed transaction, and a copy of 
the order to be issued by that commission will be supplied 
by amendment. It is stated that no other State commission, 
and no Federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration, as amended, which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 


with the request. At any time after said date, the declaration, 


as amended or as it may be further amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such ruies as 
provided in Rule 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18303/March 4, 1974 


In the Matter of 





THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue 

Wethersfield, Connecticut 06109 

(70-5465) 


NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AND PREFERRED STOCK AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Hartford Electric 
Light Company (““HELCO”), an electric utility subsidiary 
company of Northeast Utilities, a registered holding com- 
pany, has filed an application with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the following pro- 
posed transactions. All interested parties are referred to 
said application, which is summarized below, for a complete 
statement of the proposed transactions. 


HELCO proposes to issue and sell, at competitive bidding, 
$30 million principal amount of its First and Refunding 
Mortgage Bonds, 1974 Series (““Bonds’’), due April 1, 2004. 
The interest rate, which shall be a multiple of 1/8 of 1%, 
and the price, which will be not less than 99% nor more 
than 102.75% of the principal amount thereof, will be 
determined by competitive bidding. The Bonds will be 
issued under the First Mortgage Indenture and Deed of 
Trust dated as of January 1, 1958 (“Indenture’’) between 
HELCO and The First National Bank of Boston, Trustee, 
as supplemented and amended from time to time, and as 
further supplemented by a supplemental indenture to be 
dated April 1, 1974 (“Supplemental Indenture’’). The 
Supplemental Indenture provides, among other things, 
that Bonds shall not be redeemed at the applicable general 
redemption price prior to April 1, 1979, from the proceeds 
of borrowings secured by HELCO at an effective interest 
cost to HELCO of less than the effective interest cost of 
the Bonds. 


HELCO further proposes to issue and sell, at competitive 
bidding, 300,000 shares of its preferred stock, 1974 Series 
(“Preferred Stock’’), par value $50 per share. The dividend 
rate, which shall be a multiple of 0.08%, and the price to 
be paid to HELCO, which shall be not less than $50 nor 
more than $51.375 per share, will be determined by com- 
petitive bidding. The terms of the Preferred Stock will be 
established by resolution of the Board of Directors amend- 
ing HELCO’s Certificate of Incorporation. Such terms in- 
clude the provision that Preferred Stock shall not be re- 
deemed prior to April 1, 1979, from the proceeds of 
borrowings or from the proceeds of any sale of stock rank- 
ing prior to or on a parity with the Preferred Stock as to 
dividends or assets, if such borrowed funds or such shares 
have an effective interest or dividend cost to HELCO of 
less than the effective dividend cost to HELCO of the Pre- 
ferred Stock. 


The application states that HELCO will use the net pro- 
ceeds from the sale of Bonds and Preferred Stock, estimated 
to be approximately $45 million, together with a capital 
contribution of $5 million which Northeast Utilities will 
make in April 1974, to repay short-term borrowings incur- 
red for the purpose of financing HELCO’s construction 
program (estimated to total $73 million for 1974). Such 
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short-term borrowings aggregated $40,300,000 as of 
December 31, 1973, and will aggregate an estimated $50 
million at the time of the aforementioned sales. 


A statement of the fees, commissions and expenses incur- 
red or to be incurred in connection with the proposed tran- 
saction will be supplied by amendment. The approval of 
the Connecticut Public Utilities Commission is required for 
the issuance of the Bonds and Preferred Stock. No other 
State commission, and no Federal commission, other ther: 
this Commission, has jurisdiction over the proposed tran- 
saction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1974 request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles from 
the point of mailing) upon the applicant of the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application, as 

filed or as it may be amended, may be granted as provided 
inRule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


Gecrge A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18304/March 5, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 
(70-5458) 


ORDER AUTHORIZING AMENDMENTS TO CERTIFI- 
CATE OF INCORPORATION TO INCREASE AUTH- 
ORIZED NUMBER OF SHARES OF COMMON AND PRE- 
FERRED STOCK AND TO ALTER RIGHTS AND 
PRIVILEGES OF PREFERRED STOCK; SOLIC!TATION 
OF PROXIES 


The Columbia Gas System, Inc. (““Columbia’’), a registered 
holding company, has filed a declaration and an amendment 
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thereto with this Commission, pursuant to Sections 6(a), 
7, and 12(e) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 62 promulgated thereunder regard- 
ing the following proposed transaction. 


Columbia’s Certificate of Incorporation (“Certificate”’) 
presently authorizes 39,500,00C shares of common stock, 
par value $10 per share, of which 32,430,612 shares are 
issued and outstanding, and 500,000 shares of preferred 
stock, par value $50 per share, of which none are outstand- 
inc. Columbia now proposes to amend its Certificate to 
increase the number of authorized shares of common 
stock to 50,000,000, and the number of authorized shares 
of preferred stock tc 19,000,000. 


All externai fii.ancing for the Columbia System is done at 
the parent co.npsny level, i.e., through the issue and sale 
of securities of Columbia. The consolidated capitalization 
as of November 30, 1973 consisted solely of Columbia's 
debentures, other unsecured debt, and common equity, 
as shown below. 








Thousands % 

Long Term Dekz:* 
Debentures $1,121,983 53.1 
Term Bank Loan 50,600 2.4 
Subordinated Bank Loan 60,v00 2.8 
Miscellaneous 8 707 0.4 
1,240,690 58.7 
Common Equity 874,556 41.3 
Total Capitalization $2,115,246 100.0 








*Including current maturities 


Columbia’s outstanding debentures were issued under iden- 
tures dated June 1, 1950 and June 1, 1961, as supplemented 
from time to time. The various series of debentures mature 
in 25 years from the dates of issuance thereof; issuance of 
additional debentures is subject to certain limitations im- 
posed by the indentures; and each series is subject to a 
substantial mandatory cash sinking fund. The Term Bank 
Loan, shown above, was incurred for certain capital expen- 
ditures and is repayable over a period of 10 years ending 
in 1983 (see Holding Company Act Release No. 18146, 
October 30, 1973). 


The $60 million Subordinated Bank Loan was made pursu- 
ant to a Credit Agreement as of August 3, 1971, with a 
group of banks. According to present estimates, an addi- 
tional $140 million of notes will be issued under said Credit 
Agreement during the 3-year period 1974-76. The proceeds 
have been, and will be, used to make advance payments to 
BP Oil corporation under an agreement for the develop- 
ment of oil and gas leases at Prudhoe Bay, Alaska, in con- 
nection with Columbia’s program of procuring additional 
gas supplies. The total $200 million advances, with inter- 
est, are to be repaid through the sale of crude oil; and the 
bank loans are to be liquidated as the advances are repaid 
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(Holding Company Act Release No. 17213, August 2, 
1971). 


Although its Certificate has since 1950 provided for the 
presently authorized 500,000 shares of preferred stock, 
Columbia states that none has heretofore been issued and 
sold because of the System’s ability to finance its expansion 
programs with the type of securities noted above, plus 
internally generated cash. Columbia now considers, how 
ever, that with its expanding capital requirements, the use 
of preferred stock is desirable as an additional financing 
medium, and states that the use of that medium (i) will 
permit it to supplement funds derived from traditional 
sources, (ii) will assist it in maintaining appropriate cover- 
age of interest charges currently made difficult by continu- 
ing high interest rates, (iii) will ease the burden which would 
otherwise be placed on its common stock, and earnings per 
share thereon, if the necessity for greater equity financing 
were to be met solely from that source, and (iv) will help 

to support its current debenture rating. 


The presently proposed Certificate amendment to increase 
the number of authorized common and preferred shares is 
designed to provide adequate scope for future financings 
through those media. Any actual issuance and sale of pre- 
ferred stock, or of additional common stock, will be the 
subject of future filings under the applicable provisions of 
the Act. 


So as to conform to existing provisions governing its pre- 
ferred stock with the standards prescribed by the Commis- 
sion’s Statement of Policy for Preferred Stock promul- 
gated under the Act in 1956 and 1970 (Holding Company 
Act Release Nos. 13106 and 16758), Columbia further 
proposes to amend its Certificate in respect of those pro- 
visions. Apart from one necessary deviation, the proposed 
amendments to the preferred stock provisions will result 

in substantial compliance with said Statement of Policy. 
The deviation, which concerns limitations on the incur- 
rence of unsecured debt, is considered necessary in light of 
the fact, as noted above, that Columbia’s debt financing is 
entirely in the form of:unsecured obligations. Accordingly, 
the proposed provision limiting unsecured indebtedness 
will contain the standard restriction, namely, that without 
the consent of the holders of a majority of outstanding pre- 
ferred stock, Columbia will not incur unsecured indebted- 
ness if immediately thereafter (i) consolidated unsecured 
debt would exceed 20% of the sum of existing consolidated 
secured debt, capital stock, premiums thereon, and sur- 
plus, or (ii) unsecured debt with a maturity of less than 10 
years would exceed 10% of such sum; provided, however, 
that the term “‘unsecured debt” shall not be deemed to in- 
clude (a) all debentures presently outstanding or hereafter 
issued, (b) all self-liquidating loans for inventory gas speci- 
fically approved from time to time under the Act, and (c) 
the above described $50 million term bank loan and an 
aggregate of up to $200 million subordinated bank notes 
issuable under the Credit Agreement of August 3, 1971; 
and further provided, that the term “secured debt” shall 

be deemed to include the debentures referred to in item 

(a) above, and any other debt which is, by its terms, 
secured debt. 


The proposed amendments to Columbia's Certificate will 
require the approval of the holders of a majority of Colum- 






bia’s outstanding common stock, and Columbia proposes 
to seek such approval through the solicitation of proxies 
to be voted at its next annual meeting of stockholders to 
be held April 18, 1974. Copies of the solicitation materials 
to be used have been filed with and reviewed by the Com- 
mission. 


The fees, expenses, and commissions incurred or to be in- 
curred in connection with proposed transactions will 
aggregate $107,600, which includes expenses of $82,000 
associated with the solicitation of proxies which are incre- 
mental to normal solicitation expenses, and legal fees of 
$2,000. No State commission and no Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said declaration, as amended, 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18278), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
and consumers that said declaration, as amended, be per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18305/March 5, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Va. 24009 


SOUTHERN APPALACHIAN COAL COMPANY 
301 Virginia Street 

Charleston, W. Va. 25327 

(70-5470) 


NOTICE OF PROPOSED PURCHASE OF CAPITAL 
STOCK OF TWO COAL MINING COMPANIES BY SUB- 
SIDIARIES OF REGISTERED HOLDING COMPANY 
AND CASH CAPITAL CONTRIBUTION IN CONNEC- 
TION THEREWITH. 





NOTICE IS HEREBY GIVEN that Appalachian Power 
Company, (‘Appalachian’) an electric utility subsidiary 
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company of American Electric Power Company, and 
Southern Appalachian Coal Company (‘‘Southern’’), a 

mining subsidiary company of Appalachian, have filed an 
application-declaration with this Commission designating 
sections 9, 10 and 12 of the Public Utility Holding Com- 


pany Act of 1935 as applicable to the proposed transactions. 


All interested persons are referred to the application-declar- 
ation, which is summarized below, for a complete statement 
of the proposed transactions. 


Appalachian proposes to purchase all the outstanding capita’ 
stock of Cedar Coal Company, (‘Cedar’) a West Virginia 
corporation, from Agio Coal Sales Co. (AGIO), a Delaware 
Corporation, for a cash consideration of $5,000,000. It is 
stated that Cedar’s capital stock consists of 2000 shares of 
common stock, par value $100. It is a condition of Appa- 
lachian’s obligation to purchase the shares that, at the time 
of closing, Cedar will own certain specified coal reserves 

and have (a) current assets (other than receivables from 
affiliates) having a book value of not less than the amount 
of its current liabilities; (b) net worth of not less than $1.00, 
and (c) no liabilities of any kind except current liabilities 
not exceeding current assets and obligations to perform 
under coal leases which Cedar is entitled to mine. 


Southern proposes to purchase all the outstanding capital 
stock of AGIO, consisting of 1000 shares of common 
stock, par value $1.00, from Cenard Oil & Gas Co. (“"Cen- 
ard”) for acash consideration of $19,000,000. It is repre- 
sented that at the date of closing of the sale, AGIO will 
own mining equipment and other tangible assets having 

an aggregate fair market value of at least $3,500,000. The 
sale of the AGIO stock is subject to certain conditions, 
including that AGIO will have certain specified coal re- 
serves and have (a) current assets (other than receivables 
from affiliates) having a book value of not less than the 
amount of its current liabilities, (b) a net worth of not less 
than $1.00, and \c) no liabilities of any kind, except current 
liabilities not in excess of current assets and obligations to 
perform under the coal leases which AGIO will be entitled 
to mine at the time of the closing. 


Appalachian further proposes, in connection with the fore- 
going transactions, to make a cash capital contribution of 
$19,000,000 to Southern. Southern proposes to apply said 
cash to the purchase of the AGIO common stock. 


It is stated that the proposed transactions represent a step 
in the development and mining of coal required by Appa- 
lachian for its electric power generating stations. Appa- 
lachian and Southern estimate that not less than 130,000,- 
000 tons of low sulfur coal are recoverable from the com- 
bined reserves of AGIO and Cedar. The stock purchase 
agreements pursuant to which the AGIO and Cedar stock 
is to be sold to Southern and Appalachian indicate that the 
estimated recoverable coal tonnage is calculated prior to 
washing and final preparation of the coal. 


Fees and expenses to be incurred in connection with the 
proposed transaction will be supplied by amendment. The 
application-declaration states that the cash capital contri- 
bution by Appalachian to Southern is subject to authoriza- 
tion by the State Corporation Commission of Virginia and 
the Public Service Commission of West Virginia and that 
no other state commission and no federal commission, 
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other than this Commission, has jurisdiction over the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1974, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attoryney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is ordered 
will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18306/March 6, 1974 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 
(70-5469) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Alabama Power Com- 
pany (“Alabama”), an electric utility subsidiary company 
of The Southern Company, a registered holding company, 
has filed an application with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (“Act”), 
designating Section 6(b) of the Act and Rule 50 promul- 
gated thereunder as applicable to the following proposed 
transaction. All interested persons are referred to the appli- 
cation, which is summarized below, for a complete state- 
ment of the proposed transaction. 


Alabama proposes to issue and sell 350,000 shares of a new 
series of its preferred stock, cumulative, par value $100 per 
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share ("Preferred Stock’’), at competitive bidding for a 
price to Alabama of not less than $100 or more than 


‘ $102.75 per share. The dividend rate of the Preferred 


Stock will be determined by the competitive bidding. The 
terms of the Preferred Stock will be established by resolu- 
tion of the Board of Directors of Alabama and will include 
aprohibition until April 1, 1979 against refunding the Pre- 
ferred Stock, directly or indirectly, with funds derived 
from the issuance of securities carrying a lower effective 
dividend or interest cost. 


Alabama proposes to use the proceeds from the sale of 

the Preferred Stock estimated to be $35 million together 
with (1) cash contributions to capital of $115,000,000 by 
The Southern Company ($37,000,000 of which is auth- 
orized by Commission Orders issued in respect of File No. 
70-5261: the remainder to be the subject of a subsequent 
filing), (2) the receipt of proceeds from the proposed sale 
of tax exempt bonds by The Industrial Development Board 
of the Town of Wilsonville, Alabama, for construction of 
certain pollution control facilities (Commission Order 
dated January 30, 1974, Holding Company Act Release 
No. 18269) and (3) cash on hand in excess of operating 
requirements, interest and dividends, to finance in part its 
1974 construction program (estimated at $466,900,000), 
to pay short-term promissory notes payable in the form of 
bank notes and commercial paper notes incurred for such 
purpose and for other lawful pruposes. 


Alabama also proposes to issue $180,000,000 of additional 
first mortgage bonds later in 1974. The issuance and sale 

of these securities is subject to Commission authorization. 
Alabama additionally proposes to arrange for the financing 
of certain other pollution control facilities through the use 
of proceeds of tax exempt bonds issued by public industrial 
development boards. 


Alabama does not expect that the sale of any other addi- 
tional securities will be required for construction purposes 
during 1974 except for issuance and sale of commercial 
paper notes. It is estimated that no notes payable will be 
outstanding at December 31, 1974. 


Astatement of the fees and expenses incident to the pro- 
posed transaction will be supplied by amendment. Alabama 
states that the issuance and sale of the Preferred Stock has 
been authorized by the Alabama Public Service Commission 
and that no other State or Federal commission, other than 
this Commission, has jurisdiction over the proposed tran- 
saction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 1, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 


| above-stated address, and proof of service (by affidavit or, 


in case of an attorney-at-law, by certificate) should be 








filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the Genera! Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action at it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18307/March 6, 1974 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 
(70-5459) 


NOTICE OF PROPOSED AMENDMENT TO ARTICLES 
OF INCORPORATION TO INCREASE AUTHORIZED 
PREFERRED STOCK AND ELECTION OF DIRECTORS; 
ORDER AUTHORIZING SOLICITATION OF STOCK- 
HOLDERS’ PROXIES 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison’’), a registered holding company and an 
electric public utility company, has filed a delcaration 

and an amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(““Act’’), designating Sections 6(a), 7, and 12(e) of the Act 
and Rule 62 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred to 
the declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


Ohio Edison proposes to amend Article FOURTH of its 
Articles of Incorporation so as to increase the authorized 
number of shares of preferred stock, par value $100 per 
share, from 1,800,000 to 3,000,000. Its adoption requires 
the favorable vote of two-thirds of the outstanding shares 
of the common stock of Ohio Edison. Upon completion of 
the sale in February of this year of 450,000 shares of pre- 
ferred stock, all of the 1,800,000 shares which the com- 
pany is presently authorized to issue were outstanding. 

The company presently contemplates construction expendi- 
tures during the years 1974, 1975 and 1976, estimated as 
of January 31, 1974, of at least $660,000,000 and addi- 
tional construction expenditures in the years that follow 
and that a substantial portion may have to be financed 
through the sale of preferred stock. The company presently 
anticipates the issue and sale of approximately 400,000 
shares in the years 1975 and 1976 and expects that by the 
end of 1977 it will have issued and sold all of the 
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1,200,000 shares by which it is proposed to increase the 
authorized amount of preferred stock. 


Ohio Edison further proposes to submit the proposed 
amendment, the ratification of the appointment of Arthur 
Andersen & Company as auditors for 1974, the election of 
directors, and the stockholder’s proposal with respect to 
pre-emptive rights to its stockholders for consideration and 
vote, and to solicit the proxies from their common stock- 
holders at a meeting to be held on April 25, 1974. 


The fees, commissions and expenses paid or incurred or to 
be paid or incurred, directly or indirectly, in connection 
with the proposed increase of the authorized shares of pre- 
ferred stock are estimated at $8,575, including legal fees 
of $2,500. It is stated that no state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE iS FURTHER GIVEN that any interested person 
may, not later than March 28, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as amended or as it may be further amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulation promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


It appearing to the Commission that the declaration, inso- 
far as it proposes the solicitation of proxies from Ohio 
Edison’s common stockholders, should be permitted to be- 
come effective forthwith pursuant to Rule 62: 


IT 1S ORDERED, that the declaration regarding the pro- 
posed solicitation of proxies from Ohio Edison’s common 
stockholders be, and it herebv is, permitted to become 
effective forthwith pursuant to Rule 62 and subject to the 
terms and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18308/March 6, 1974 


In the Matter of 





ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 

New York, New York 10022 
(70-5149) 





NOTICE OF POST-EFFECTIVE AMENDMENT REGARD. 
ING ISSUE AND SALE OF NOTES TO BANKS AND TO | 
COMMERCIAL PAPER DEALERS AND EXCEPTION 
FROM COMPETITIVE BIDDING | 


NOTICE IS HEREBY GIVEN that Allegheny Power Sys- 
tem, Inc. (“Allegheny”), a registered holding company, has 
filed with this Commission a post-effective amendment to 
its application heretofore filed in this proceeding pursuant 
to Section 6(b) of the Public Utility Holding Company Act 
of 1935 (’Act’’) and Rule 50(a)(5) promulgated thereunder 
as applicable to the proposed transactions. All interested 
persons are referred to the application as amended by the 
post-effective amendment, which is summarized below, for 
a complete statement of the proposed transactions. } 


By prior order in this proceeding dated March 31, 1972 
(Holding Company Act Release No. 17522), Allegheny was 
authorized to make borrowings from time to time through 
March 31, 1974, up to a maximum aggregate amount out- 
standing at any one time of $60,000,000. Notes issued to 
effect such borrowings are to mature not later than Septem- 
ber 30, 1974. 


Allegheny has now filed a post-effective amendment, re- 
questing that for the period from April 1, 1974, to March 
31, 1976, the exemption from the first sentence of Section 
6(b) of the Act, relating to the issue and renewal of short- 
term notes, be increased to the extent necessary to permit 
it to issue and sell, from time to time, such notes to banks 
and to a dealer or dealers in commercial paper up to a 
maximum aggregate amount outstanding at any one time 
of $60,000,000. The notes and commercial paper will be 
issued and renewed from time to time prior to September 
30, 1975, provided that no such notes or commercial 
paper shall mature later than March 31, 1976. 





Assuming the entire $60,000,000 amount of notes and 
commercial paper were issued, the total outstanding princi- } 
pal amount of Allegheny’s unsecured debt would be approxi- 
mately 19.15% of Allegheny’s capitalization (on a corpor- 

ate basis) as at December 31, 1973. 


Each bank note will be dated as of the date of the borrow 
ing and will mature not more than 270 days after the date 
of issue or renewal thereof. Each such note will bear inter- 
est at the prime or equivalent interest rate in effect at the 
bank from which the borrowing is made at the time of 
issue or from time to time thereafter and will be prepayable 
at any time without premium or penalty. 





The banks from which such borrowings are proposed to be 
effected and the maximum amount of the proposed 
borrowings to be outstanding from each at any one time 
are as follows: First National City Bank of New York: 
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$60,000,000; The Chemical Bank, New York, N. Y.: 


$35,000,000; Melion Bank, N.A., Pittsburgh, Pa.: $35,000,- 


000; Pittsburgh National Bank, Pittsburgh, Pa.:$5,000,000, 
Manufacturers Hanover Bank, New York, N.Y.: $10,000,- 
000; Irving Trust Company, New York, N.Y.: $5,000,000; 
Chase Manhattan Bank, New York, N.Y.: $5,000,000. Al- 
legheny maintains balances with these banks in various 
amounts to meet regular operating requirements. If such 
balances were maintained solely to satisfy a 20% compen- 
sating balance requirement, the effective interest cost to 
Allegheny on the basis of a prime rate of 9.0% would be 
approximately 11.25%. 


The commercial paper notes will be in the form of promis- 
sory notes in denominations of not less than $50,000 nor 
more than $5,000,000 and will be of varying maturities, 
with no maturity more than 270 days after the date of 
issue. The commercial paper notes will be sold directly 

to a dealer or dealers in commercial paper at a discount not 
in excess of the discount rate per annum prevailing at the 
time of issue for commercial paper of comparable quality 
and of the particular maturity sold by issuers to dealers in 
commercial paper. The dealer or dealers, as principal or 
principals, may reoffer the commercial paper at a discount 
rate of 1/8 of 1% per annum less than the discount rate 
then available to Allegheny. It is proposed that Aliegheny 
may issue commercial paper notes if (i) the interest cost 
thereof is equal to or less than the effective interest cost 
at which Allegheny could borrow the same amount from 
the banks named herein at that time or (2) Allegheny can- 
not at that time borrow the same amount for the same 
period of time from the banks named herein. The dealer 
or dealers will reoffer the commercial paper notes in a 
manner which will not constitute a public offering and 
such reoffer will be to not more than 200 of its or their 
customers identified and designated in a list (non-public) 
prepared in advance and filed with this Commission with 
the understanding that the list will be kept confidential. It 
is expected that the commercial paper customers will hold 
such notes to maturity, but if the customers wish to resell 
prior to maturity, the dealer or dealers, pursuant to a 
verbal repurchase agreement, will repurchase the notes and 
reoffer them to other identified customers. 


The proceeds from the sale of the proposed short-term 
notes will be used from time to time by Allegheny to 
acquire additional shares of common stock of or to make 
cash capital contributions to its electric utility subsidiary 
companies to aid them in financing their construction 
programs. Construction expenditures of the subsidiary 
companies for the years 1974, 1975, and 1976 are esti- 
mated to total approximately $540,900,000. The applica- 
tion states that Allegheny will retire all short-term notes 
to banks and all commercial paper outstanding on March 
31, 1976, with the proceeds of the sale of common stock 
and other securities as the Commission may by then 
authorize. Allegheny estimates that as of March 31, 1974, 
it will have no outstanding short-term bank notes. 


Allegheny requests an exception from the competitive bid- 
ding requirements of Rule 50 for the proposed issue and 
sale of its commercial paper pursuant to paragraph (a)(5) 
thereof. Allegheny states that it is not practicable to invite 
competitive bids for commercial paper and that current 
rates for commercial paper of prime borrowers such as 









Allegheny are published daily in financial publications. Al- 
legheny also requests authority to file certificates under 
Rule 24 on a quarterly basis with respect to the commercial 
paper. 


The amended application states that fees and expenses re- 
lated to the proposed transactions are estimated not to ex- 
ceed $2,000. It is further stated that no state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said post-effective amendment to the 
application which he desires to controvert; or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as amended by the post-effective 
amendment, or as may be further amended, may be granted 
as provided in Rule 23 promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18309/March 6, 1974 


In the Matter of 


GRANITE STATE ELECTRIC COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 

(70-5438) 


ORDER AUTHORIZING INCREASE IN AUTHORIZED 
SHARES AND ISSUE AND SALE OF COMMON STOCK 
BY SUBSIDIARY COMPANY TO HOLDING COMPANY 


New England Electric System (““NEES”), a registered hold- 
ing company, and its electric utility subsidiary company, 
Granite State Electric Company (“’Granite’’), have filed an 
application-declaration and an amendment thereto with 
this Commission pursuant to Sections 6(b), 9(a), and 10 of 
the Public Utility Holding Company Act of 1935 (“Act’’) 
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regarding the following proposed transactions. 


Granite proposes to increase its capital stock by the author- 
ization of 10,000 additional shares of common stock of 
the aggregate par value of $1,000,000. Such shares are pro- 
posed to be issued and sold at the price of $100 per share 
as fixed by Granite’s Board of Directors. NEES, the sole 
common stockholder, proposes to acquire such shares for 

a cash consideration of $1,000,000. Upon such authoriza- 
tion, issue, and sale, Granite will have outstanding 60,400 
shares of common stock of an aggregate par value of 
$6,040,000. 


The proceeds from the issue and sale of the additional 
common stock will be applied towards the payment of 
short-term notes. As of January 14, 1974, Granite had out- 
standing $8,400,000 of short-term notes payable. 


The New Hampshire Public Utilities Commission has 
authorized the proposed issue and sale of common stock 
by Granite. No other state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18265), 
and no hearing has been requested of or ordered by the 
Commission. Upon basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18310/March 7, 1974 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 

Morristown, New Jersey 07960 

(70-5467) 


NOTICE OF PROPOSED ISSUE AND SALE OF CUMU- 


LATIVE PREFERRED STOCK AT COMPETITIVE BID- 
DING 
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Light Company (“Jersey Central’’), an electric utility sub- 
sidiary company of General Public Utilities Corporation, a 
registered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Section 6(b) 
of the Act and Rule 50 promulgated thereunder as appli- 
cable to the proposed transaction. All interested persons 
are referred to the application, which is summarized be- 
low, for a complete statement of the proposed transaction. 


Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, 350,000 additional shares of its Cumulative Preferred 
Stock, ___—s—s % Series F (the “New Preferred Stock’’). 
The terms of the New Preferred Stock preclude Jersey 
Central from redeeming any New Preferred Stock prior 
to May 1, 1979, if such redemption is for the purpose of 
refunding such New Preferred Stock with proceeds of 
funds borrowed at a lower effective interest cost. The 
price (which will not be less than $100 nor more than 
$102.75 per share exclusive of accrued dividends) and the 
divident rate (which will be a multiple of 1/25 of 1%) will 
be determined by competitive bidding. 


During 1974, the company will require an aggregate of 
approximately $200,000,000 for its construction program, 
and approximately $3,000,000 for sinking fund purposes. 
The proceeds from this offering ($35,000,000 exclusive 
of premium and accrued dividends, if any) together with 
an expected cash capital contribution of $35,000,000 
from the company’s parent, GPU, internally generated 
cash of approximately $40,000,000 and the proceeds 
from the sale of first mortgage bonds, debentures and 
preferred stock (to the extent that the company is able to 
issue and sell such securities) plus, on an interim basis, 
the proceeds of bank borrowings, will be applied to these 
purposes. 


The fees and expenses to be incurred by Jersey Central in 
connection with the issue and sale of the New Preferred 
Stock are estimated to total $115,000, including legal fees 
of $24,000. The fees and expenses of counsel for the 
underwriters, to be paid by the successful bidders, will be 
supplied by amendment. It is stated that the Board of Pub- 
lic Utility Commissioners of New Jersey has jurisdiction 
over the proposed issue and sale of New Preferred Stock by 
Jersey Central and that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 1, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by such application which he desires to 
controvert, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at 
the above-stated address, and proof of service (by affidavit 
or, in the case of an attorney-at-law, by certificate) should 
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be filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18311/March 7, 1974 


In the Matter of 


THE NARRAGANSETT ELECTRIC COMPANY 
Providence, Rhode Island 
(70-5447) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


The Narragansett Electric Company (‘‘Narragansett”’), an 
electric utility subsidiary company of New England Elec- 
tric System (“NEES”), a registered holding company, has 


filed an application and amendments thereto with this Com- 


mission pursuant to Section 6(b) of the Public Utility Hold- 
ing Company Act of 1935 (’’Act’’) and Rule 50 promul- 
gated thereunder regarding the following proposed tran- 
saction. 


Narragansett proposes to issue and sell $10,000,000 aggre- 
gate principal amount of its First Mortgage Bonds, Series 
J, %, to mature not more than 30 years from 
March 1, 1974. Such bonds will be sold pursuant to the 
competitive bidding requirements of Rule 50, and the in- 
terest rate (which shall be a multiple of 1/8 of 1%) and the 
price exclusive of accrued interest (which shall be not less 
than 100% nor more than 102.75% of the principal 
amount) will be determined by the competitive bidding. 
The bonds will be issued under the First Mortgage Inden- 
ture and Deed of Trust dated as of September 1, 1944, 
between Narragansett and Rhode Island Hospital Trust 
National Bank, Trustee, as heretofore supplemented and 
amended and as to be further supplemented by a Ninth 
Supplemental Indenture to be dated as of March 1, 1974, 
which may include a prohibition until March 1, 1979, 
against refunding the bonds with the proceeds of funds 
borrowed at an effective interest cost lower than that of 
the Series J Bonds. Narragansett will decide on both the 
maturity and refundability of the bonds after the date of 
public invitation for proposals and will notify prospective 
bidders not later than the second full business day prior to 
the time of the bidding. 









As of January 15, 1974, Narragansett had outstanding 
$8,000,000 of short-term bank notes. The proceeds from 
the sale of the bonds will be applied towards the payment 
of then outstanding short-term notes evidencing borrow- 
ings made for capitalizable expenditures or to reimburse 
the treasury therefor. 


The Department of Business Regulation of Rhode Island 
has authorized the issue and sale of the bonds. No other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed tran- 
saction. 


The fees and expenses to be paid by Narragansett are 
estimated at $85,000, including service fees, at cost, of 
New England Power Service Company, a wholly-owned 
subsidiary company of NEES, of $30,000. The fee of 
counsel for the underwriters is to be paid by the successful 
bidders and is estimated at $11,000. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18266), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith 
subject to the terms.and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division oy Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18312/March 6, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 

New York, New York 10017 
(70-5468) 


NOTICE OF PROPOSAL TO AMEND CERTIFICATE OF 
INCORPORATION TO INCREASE AUTHORIZED 
COMMON STOCK AND SOLICITATION OF SHARE- 
-HOLDER CONSENT IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 


Inc. (“Middle South”’), a registered holding company, has 
filed a declaration, and an amendment thereto, with this 
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Commission, pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’), designating Sections 6(a), 7, and 
12(e) of the Act and Rule 62 promulgated thereunder as 
applicable to the following proposed transactions. 


Middle South is presently authorized by its Certificate of 
Incorporation (‘‘Charter’’) to issue 50 million shares of 
common stock, par value $5 per share. There are currently 
44,279,481 shares of the common stock outstanding. 


The amended declaration states that Middle South issued 
and sold 4 million shares of its common stock during 1973 
in order to repay short-term borrowings incurred to pro- 
vide Middle South System operating companies (‘‘Operating 
Companies”) with funds to finance their construction 
programs. The declarant further states that the need for 
additional common stock capital from Middle South by 
the Operating Companies for such purpose is expected to 
increase in the years to come. Middle South currently 
contemplates that such requirements in 1974 may cause it 
to sell common stock in excess of the present limits on 
authorized shares contained in the Charter. Accordingly, 
Middle South proposes to amend its Charter to increase 
authorized common stock from 50 million to 100 million 
shares. The sale of any additional shares of such common 
stock will be the subject of appropriate filings with this 
Commission. 


The adoption of the proposed Charter amendment, which 
will be submitted to the holders of the currently outstand- 
ing common stock by the Board of Directors of Middle 
South at its annual meeting to be held on May 17, 1974, 
will require the affirmative vote of at least two-thirds of 
such stock. In connection therewith, Middle South has 
filed the appropriate proxy solicitation materials pursuant 
to Rule 62. 


It is stated that the fees, commission and expenses incur- 
red or to be incurred in connection with the proposed 
transactions will aggregate $115,652.50, which includes a 
fee of $100,652.50 to be paid to the State of Florida upon 
filing of the Charter amendment. It is further stated that 
no State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 1, 1974 request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said amended declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail 

(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the declarant 

at the above-stated address, and proof of service (by affida- 
vit or, in case of an attorney-at-law, by certificate) should 
be filed with the request. At any time after said date the 
declaration, as amended, or as it may be further amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
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from its rules under the Act as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18313/March 7, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
Two Eighty Park Avenue 

New York, New York 10017 
(70-5366) 


NOTICE OF PROPOSED POST-EFFECTIVE AMEND- 
MENT REGARDING INCREASE IN AMOUNT OF 
AUTHORIZED BANK BORROWINGS 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc., (“Middle South’’), a registered holding company, has 
filed a third post-effective amendment to its declaration in 
this proceeding pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’), designating Sections 6(a) and 7 
of the Act as applicable to the following proposed transac- 
tion. All interested persons are referred to the declaration, 
as amended, for a complete statement of the proposed tran- 
saction. 


By order dated August 24, 1973 (HCAR No. 18065), the 
Commission authorized Middle South to, among other 
things, issue and sell its unsecured promissory notes in an 
aggregate amount not to exceed $30,000,000 outstanding at 
any one time under a $135,000,000 revolving credit agree- 
ment (“Credit Agreement”’) with a group of 7 commercial 
banks headed by Manufacturers Hanover Trust Company of 
New York (‘‘Banks’’). The aggregate maximum amount of 
authorized borrowings was established at $73,700,000, by 
post-effective amendments numbers 1 and 2 to the declara- 
tion (HCAR Nos. 18178 and 18214, respectively). Middle 
South now proposes to increase the amount of authorized 
borrowings from the Banks from $73,700,000 to $83, 700,- 
000. The proportions in which the borrowing will be made, 
the interest rate, the maturity date, the form of note and 
all other terms and conditions of the borrowing will be the 
same as those terms and conditions set forth in the Credit 
Agreement and the original filing herein, heretofore des- 
cribed and authorized in the Commission order dated 
August 24, 1973. 


The proceeds of the borrowing, together with treasury funds, 
will be utilized to purchase 435,000 shares of common 
stock, without nominal or par value, of Mississippi Power & 
Light Company, a wholly-owned electric utility subsidiary 














































company of Middle South, for an aggregate of $10,005,000 
in cash. Such purchase is the subject of a pending joint 
Application-Declaration filed concurrently by Mississippi 
Power & Light Company and Middle South (File No. 70- 
5A66). 


It is stated that no State or Federal commission, other than 
this Commission, has jurisdiction over the proposed tran-_ 
saction. No special fees or expenses are anticipated in con- 
nection with the transaction proposed herein. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 2, 1974 request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said post-effective amendment to the pre- 
viously amended declaration which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the amended de- 
claration, as amended by this post-effective amendment, 

or as it may be further amended, may be permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18314/March 8, 1974 


In the Matter of 


NORTHEAST UTILITIES 

174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 
(70-5473) 


NOTICE OF PROPOSAL TO INCREASE NUMBER OF 
SHARES OF AUTHORIZED COMMON STOCK; ORDER 
AUTHORIZING SOLICITATION OF STOCKHOLDERS’ 
CONSENT 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“Northeast”), a registered holding company, has filed a 
declaration, and an amendment thereto, with this Commis- 








sion pursuant to the Public Utility Holding Company Act 
of 1935 (“Act’’), designating Sections 6(a), 7, and 12(e) of 
the Act and Rule 62 promulgated thereunder as applicable 
to the proposed transaction. All interested persons are re- 
ferred to the amended declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


The Declaration of Trust of Northeast Utilities, which 
serves as Northeast’s charter and bylaws, provides that the 
number of shares of authorized common stock is to be 
fixed by resolution of Northeast’s stockholders. There are 
currently authorized 53 million shares of common stock, 
of which 45,876,693 shares are now outstanding. The 
common stock is Northeast’s sole class of common stock. 
Northeast now proposes to increase the number of shares 
of authorized common stock to 75 million. 


The amended declaration states that the construction pro- 
gram of Northeast’s operating subsidiaries will require sub- 
stantial additional financing over the next few years, which 
financing Northeast expects will be provided through sales 
of additional first mortgage bonds and preferred stock by 
the operating subsidiaries and of additional common stock 
by Northeast. Northeast currently contemplates issuing 
approximately 5 million shares of additional common 
stock in mid-1974, the proceeds of which will be used to 
make capital contributions to its operating subsidiaries 
and to reduce short-term borrowings of Northeast. The 
size and timing of any other future sales of common stock 
have not been fixed at this time, although Northeast states 
that, because of restrictions on the amounts of bonds and 
preferred stock which the operating subsidiaries are per- 
mitted to issue, 't may be required to provide an increased 
portion of the financing needs through its own borrowings 
and sales of additional shares of common stock. Based 
on projections of financing requirements through 1978, 
Northeast states that it believes that the proposed increase 
in authorized common stock will prove sufficient to cover 
such financing needs over the next three to four year 
period. 


The proposed increase in authorized common stock re- 
quires approval of two-thirds of the holders of the present- 
ly outstanding common stock. Approval will be sought for 
the proposal at Northeast’s Annual Meeting to be held on 
April 23, 1974. Northeast proposes to solicit consents 
from its stockholders for use at such time. The relevant 
proxy materials have been filed with the Commission, and 
accelerated action thereon requested, pursuant to Rule 62. 


The fees, commissions, and expenses incurred or to be in- 
curred in connection with the proposed transaction will 
aggregate approximately $2,500, which includes $1,500 
for legal fees. It is stated that no State commission and no 
Federal commission, other than this Commission, has 
jurisdiction over the propesed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 2, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said amended declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
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request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as amended or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


It appearing to the Commission that the amended declara- 

tion, insofar as it pertains to the solicitation of the consent 
of Northeast’s common stockholders should be permitted 

to become effective forthwith pursuant to Rule 62: 


IT 1S ORDERED that the amended declaration regarding 
the proposed solicitation of the consent of Northeast’s 
common stockholders be, and it hereby is, permitted to be- 
come effective forthwith pursuant to Rule 62 and subject 
to the terms and conditions prescribed in Rule 24 under 
the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18315/March 8, 1974 


See Securities Act Release No. 5466/March 8, 1974. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8262/March 4, 1974 


In the Matter of 

KEYSTONE CUSTODIAN FUNDS, INC. AS TRUSTEE 
FOR KEYSTONE CUSTODIAN FUNDS, SERIES B-1, 
B-2, B-4, K-1, K-2, S-1, S-2, S-3 and S-4 

THE KEYSTONE COMPANY OF BOSTON 


and 
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CORNERSTONE FINANCIAL SERVICES, INC. 
99 High Street 

Boston, Massachusetts 02104 

(812-3333) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
MODIFICATION OF TWO PRIOR ORDERS 


NOTICE IS HEREBY GIVEN that Keystone Custodian 
Funds, Inc. (““Keystone’’), a Delaware corporation, as 
trustee of each of nine trusts, namely, Keystone Custodian 
Funds, Series B-1, B-2, B-4, K-1, K-2, S-1, S-2, S-3 and S-4 
(““Funds’’), each registered under the Investment Company 
Act of 1940 (*‘Act’’) as an open-end, diversified manage- 
ment investment company. The Keystone Company of 
Boston (‘‘Keystone-Boston’’), a Delaware corporation, 
and Cornerstone Financial Services, Inc. (‘‘Cornerstone’’), 
a Delaware corporation (collectively ‘‘“Applicants’’), have 
filed an application for an order pursuant to Section 6(c) 
of the Act, modifying two prior orders (Investment Com- 
pany Act Release Nos. 4361 and 7643) of the Commission 
(the ‘‘Prior Orders’’), to extend the time within which 
shareholder approval of the underwriting contracts be- 
tween Keystone and Keystone-Boston and between Key- 
stone and Cornerstone must be obtained, from April 1, 
1974, to and including May 1, 1974. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


The Prior Orders exempted Keystone-Boston and Corner- 
stone from the provisions of Section 15(b)(1) of the Act 
on condition that the principal underwriting contracts 
dated April 1, 1971, between Keystone and Keystone-Bos- 
ton and between Keystone and Cornerstone, and any future 
contracts of the type required by Section 15(b) of the Act 
so entered into, shall continue in effect with respect to any 
of the Funds only so long as the continuance is specifically 
approved at least every three years by either written 
approval of the holders of a majority of the outstanding 
shares of each of the Funds, or by vote of a majority of 
such outstanding shares cast in person or by proxy ata 
meeting called for such purpose. If the requested Prior 
Orders had not been granted, such approval would be re- 
quired annually. The exemption was not operative with 
respect to any approval required from and after December 
31, 1980. 


Applicants believe that, under the Prior Orders, the current 
requisite shareholder approval of the underwriting con- 
tracts must be obtained on or before April 1, 1974. Appli- 
cants state that the proxy material for the shareholders’ 
meetings was filed with the Commission on February 8, 
1974. Applicants believe that each of the Funds may not 
receive its requisite shareholder approval by April 1, 1974. 
Applicants further state that failure to obtain such approval 
by April 1, 1974, might make future sales of shares impos- 
sible and thus have a serious adverse effect on Keystone and 
the Funds. Accordingly, Applicants request that the time 
within which such approvals must be obtained be extended 
from April 1, 1974 to and including May 1, 1974. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person or 
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transaction from any provisions of the Act if such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than March 26, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing or 
the matter accompanied by a statement as to the nature 

of his interest, the reason for such request and the issues, 

if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit or in case of any attor- 
ney-at-law by certificate) shail be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8263/March 6, 1974 


In the Matter of 


BAY STATE GROWTH FUND, INC. 
c/o Culverwell & Co., Inc. 

1500 Main Street 

Springfield, Massachusetts 01115 
(811-1859) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 29, 1974, a notice was issued (Investment 
Company Act Release No. 8202) stating that the Commis- 
sion proposed, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order upon 
its own motion that Bay State Growth Fund, Inc. (“Fund”) 
i. ceased to be an investment company as defined in the 

t. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 


stated therein unless a hearing should be ordered. No request 





for a hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Bay State Growth Fund 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8264/March 6, 1974 


In the Matter of 


THE D. P. COMPANY, INC. 

P. O. Box 64 

Monroe Bridge, Massachusetts 01350 
(811-2419) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The D. P. Company, 
Inc. (““Applicant’’), registered as a closed-end, diversified 
management investment company under the Investment 
Company Act of 1940 (*‘Act’’), has filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to be an 
investment company as defined in the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations set 
forth therein, which are summarized below. 


Applicant was organized as a Delaware corporation on 
April 8, 1927, and operated as a manufacturing company 
until the sale of its assets on September 28, 1973. Appli- 
cant registered under the Act on October 1, 1973. At that 
time, Applicant had 597,260 shares of common stock 
owned beneficially by 188 shareholders. From October 19, 
1973 to November 16, 1972, Applicant solicited tenders 
from its shareholders for its shares of common stock. As 
of November 16, 1973, there were 350,120 shares of Appli- 
cant’s common stock issued and outstanding which were 
owned beneficially by 40 persons including no company 
which owned 10% or more of Applicant’s common stock. 
Applicant is not currently offering any of its securities to 
the public and has no intention of doing so. Applicant has 
not filed with the Commission a registration statement on 
Form N-8B-1 under the Act. 


Section 3(c)(1) of the Act excepts from the definition of 
investment company any issuer whose outstanding securi- 
ties are beneficially owned by not more than 100 persons, 
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and which is not making and does not presently propose to 
make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent part, that 

when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
company, it shall so declare by order, and upon the effective- 
ness of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 1, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 

his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit, or in the case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application herein will be issued as of course follow- 
ing April 1, 1974, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8265/March 8, 1974 


See Securities Act Release No. 5466/March 8, 1974. 








LITIGATION 





Litigation Release No. 6265/March 4, 1974 


US v. CHARLES T. DOLAN (D. COLO Criminal Action 
No. 73-CR-280) 


James Treece, United States Attorney for the District of 
Colorado, and the Denver Regional Office of the Securities 
and Exchange Commission jointly announced that on Feb- 
ruary 22, 1974 Charles T. Dolan of Englewood, Colorado 
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was sentenced by the Honorable Sherman G. Finesilver, 
Federal District Judge in Denver to 4 years and 6 months 
upon conviction of Count One of the indictment with 
Dolan to be incarcerated for 6 months and the 4 years sus- 
pended as a probationary term. In addition to the 6 months 
incarceration, Dolan was sentenced to another 15 months 
term for conviction of the remaining three counts of the 
indictment. For the latter counts the sentence was on a 
concurrent basis. Dolan was convicted of three counts of 
securities fraud and one count of mail fraud by a federal 
jury on January 25, 1974 for employing a scheme and 
artifice to defraud investors in the offer and sale of com- 
mon stock of United States Investment Corporation in 
1968 and 1969. 





For further information, see Litigation Releases numbered 
6046, 6087, 6117, 6149, 6152 and 6232. 








Litigation Release No. 6266/March 4, 1974 
SEC v. MEMME &CO., INC., et. al. (S.D.N.Y.) 


William D. Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange Commission, 
announced today that on February 4, 1974, upon the con- 
sent of defendants Memme & Co., Inc., Robert Barry Mc- 
Dowell, its president, James John Masiello, its majority 
stockholder, and Jules Bean, its vice-president, Judge Robert 
L. Carter issued a permanent injunction enjoining said de- 
fendants from further violations of the Commission’s net 
capital, bookkeeping and supplemental reporting require- 
ments under Sections 15(c) and 17(a) of the Securities Ex- 
change Act of 1934, and Rules 15c3-1, 17a-3, 17a-4, and 
17a-11 thereunder. The Commission’s complaint in this 
action was filed on August 7, 1973, and a Preliminary In- 
junction was issued, and a Temporary Receiver was 
appointed, on August 15, 1973. 





For further details see Litigation Release Nos. 6029 and 
6236. 








Litigation Release No. 6267/March 5, 1974 


SEC v. ALLSTATE LEASING AND ACCEPTANCE 
CORPORATION, etal. (N.D. Ga. No. C74-267A) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on February 26, 1974, the Honorable 
Albert J. Henderson, Jr., United States District Court 
Judge for the Northern District of Georgia, at Atlanta, 
entered a final Judgment of Permanent Injunction against 
Allstate Leasing and Acceptance Corporation, a Georgia 
corporation, Allstate Leasing and Acceptance Corporation, 
a Tennessee corporation, Allstate Leasing and Acceptance 
Corporation, a North Carolina corporation, Rex Thorn, 
of Atlanta, president, and M. Catherine Thorn, of Atlanta, 
secretary-treasurer of the three Allstate corporations. 























































Defendants are enjoined from further violations of the 
registration and anti-fraud provisions of the Securities Act 

of 1933 and the anti-fraud provisions of the Securities Ex- 

change Act of 1934 in connection with the offers and sales 
of investment notes of the three Allstate companies. 


The order, to which the defendants consented without 
admitting or denying the ailegations of the complaint, also 
appointed Stacey W. Cotton, Suite 2012, Peachtree Street, 
N.E., Atlanta, Georgia, receiver for each of the three All- 
state corporations. 


For further information see Litigation Release No. 6254. 





Litigation Release No. 6268/March 5, 1974 


SEC v. BANKERS TRUST CO., INC., et a/. (Civil Action 
No. EP-73-CA-225) 


Donald J. Stocking, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, today 
announced that on February 25, 1974 the Honorable 
Ernest Guinn, Federal Judge, United States District Court, 
Western District of Texas, El Paso Division, issued a sum- 
mary judgment of permanent injunction against Jerry A. 
McFarland of Denver, Colorado from further violations of 
the registration and antifraud provisions of the Securities 
Act of 1933 and the Securities Exchange Act of 1934 in 
connection with the unregistered and fraudulent distribu- 
tion of beneficial interests and trust funds, investment con- 
tracts, notes and evidences of indebtedness of Bankers 
Trust Company, Inc. of New Mexico. The defendant is en- 
joined from aiding and abetting others or personally engag- 
ingin: (1) the offer and sale of unregistered securities; 

(2) the sale of securities by providing false and mislead- 

ing information with respect to the financial condition of 
Bankers Trust Company specifically as to the value of any 
real property, common stock, government contracts receiv- 
able, equipment or other assets of Bankers Trust Company; 
and (3) transactions, practices or courses of business which 
would operate as a fraud or deceit upon purchasers or 
sellers of securities. 





Litigation Release No. 6269/March 5, 1974 
THE SEABOARD CORPORATION, et a/. (C.D.C.A.) 


On March 5, 1974, Stanley Sporkin, Director of the Divi- 
sion of Enforcement, and Gerald E. Boltz, Regional Admin- 
istrator, Los Angeles, announced that the Commission had 
filed an action in the U.S. District Court of the Central 
District of California in Los Angeles against The Seaboard 
Corporation (Seaboard) and twenty-eight other defendants, 
seeking to enjoin the defendants from further violations of 
the Federal securities laws, seeking receivers for Seaboard 
and four registered investment companies formerly man- 
aged by Seaboard subsidiaries, and also seeking other an- 
cillary relief. 





In addition to The Seaboard Corporation, which is located 
at 9601 Wilshire Boulevard in Beverly Hills, California, the 
other defendants are: 


A. _ Three subsidiaries of Seaboard: Competitive Capital 
Corporation (CCC), All States Management Company (Al! 
States), and Boston Administrative & Research, Inc. 
(Boston), that were, until recently, engaged in the business 
of managing mutual funds. 


B. Irwin Solomon, John Coe, Peter Landau and Billy 
Steele, who were or are now officers or directors of Sea- 
board. 


C. Cantor, Fitzgerald & Co., Inc., a broker-dealer located 
in Beverly Hills, and five officers of Cantor’s: B. Gerald 
Cantor, Michael Heflin, Michael Z. Landy, James M. Mal- 
lick and Bertram Singer. 


D. Steinhardt, Fine, Berkowitz & Co. (SFB), a New 
York based investment partnership; and Michael Stein- 
hardt, a general partner of SFB. 


Ee. Jerome Robert Randolph, of Los Angeles; Chan- 
cellor Management Corporation, an investment adviser 
owned by Randolph; John R. Rawlings, II1, of Los 
Angeles; and Harry B. Turner, of Santa Barbara. 


F. Rittmaster, Lawrence & Co., Inc., a broker-dealer 
located in New York City; and two of its principals, Lee 
Lawrence and Arthur Rittmaster. 


G. Norton, Daniels & Co., Inc., a Los Angeles based 
financial public relations firm; and Fran Daniels, its 
president. . 


H. The registered investment companies formally man- 
aged by Seaboard subsidiaries: Competitive Capital Fund, 
Inc., Seaboard Leverage Fund, Inc., Admiralty Fund, Inc., 
and The Income Fund of Boston, Inc. 


The Commission’s complaint focuses on two areas of 
alleged illegal conduct: (1) a 1970 offering of Seaboard 
securities and misuse of Seaboard and Seaboard managed 
investment company monies in the cover up; and (2) mis- 
management of the investment companies formerly man- 
aged by Seaboard. 

(1) The 1970 Seaboard offering and misuse of Seaboard 
and Seaboard managed investment company monies 
in the cover up: 


The complaint alleges that in connection with an 
offering of Seaboard securities on Jaunary 27, 1970, 
Seaboard; Solomon; Coe; Landau; Steele; Norton, 
Daniels; Daniels; Cantor, Fitzgerald; B. G. Cantor; 
Heflin; Mallick; Landy; Singer; SFB; Steinhardt and 
others, engaged in Seaboard securities shortly prior 
to the offering in order to facilitate the offering. 


The manipulation was accomplished by causing pur- 
chases of 93,800 of Seaboard stock to be made in the 
market in the period from January 16 to January 27, 
1970, the day of the offering. These purchases are 
alleged to have caused the price of Seaboard stock to 
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rise and to have facilitated the offering. 


The complaint further alleges that the price of Sea- 
board stock began to fall after the offering and the 
purchaser wanted to unload its 93,800 shares of 
Seaboard. The 93,800 shares were sold by: 

(a) having a private investor purchase 30,000 
shares of Seaboard stock for $195,900 and as 
part of the consideration for his purchases he 
received an option to resell the shares to Irwin 
Solomon and John Coe at his cost. 

(b) Asecond 30,000 shares were purchased with 
$195,000 that was misappropriated from Sea- 
board by Solomon, Landau and Coe. 

(c) The remaining 33,800 shares were purchased by 
Cantor, Fitzgerald with 20,000 of the 33,800 
later being resold at $5 a share to a nominee of 


Solomon and Landau’s who obtained a bank loan 


to purchase the stock which loan was later paid 
by Seaboard. 


As a part of the scheme the books and records of 
Seaboard were falsified, false legal opinions were 
given, false documents were filed with the Commis- 
sion, and Seaboard was forced to pay fictitious con- 
sulting fees to Fran Daniels and arrange for a pur- 
chaser for its own stock from and enter into a con- 
sulting agreement with Cantor, Fitzgerald. 


The complaint also alleges a second scheme relating 
to the Seaboard offering in which Seaboard, CCC, All 
States, Boston, Landau, Solomon, Coe, Steele and 
others caused 60,000 shares that were included in the 
Seaboard offering of January 27, 1970, to be sold by 
giving a private investor an undisclosed option to re- 
sell the shares to Solomon, Landau and Coe. The 
60,000 shares, which were purchased by a private 


investor in October 1969 were included in the January 


offering at the insistence of Seaboard’s underwriter, 
Hayden, Stone, Inc. In order to avoid a dimunition 
in the proceeds of the offering to be received by Sea- 
board; Solomon, Landau and Coe found a buyer for 
the shares but they had to give the buyer the above- 
mentioned option in order to induce him to purchase 
the shares. 


After the offering, the price of Seaboard stock began 
to drop and the buyer of the 60,000 wanted to exer- 
cise his option; Solomon, Landau and Coe and others 
misappropriated the assets of Seaboard, its subsidiar- 
ies, Admiralty Fund, The Income Fund of Boston and 
a real estate investment trust managed by a Seaboard 
subsidiary in order to generate funds to purchase por- 
tions of the 60,000 shares held by the private invest- 
ors. In particular: 

(A) In two instances in 1970, Solomon, Landau and 
Coe caused investment corapanies managed by 
Seaboard to pay out a total of $175,000 in fic- 
titious finders’ fees to nominees of Solomon, 
Landau and Coe, with the $175,000 being used 
to purchase a portion of the 60,000 shares held 


682/SEC DOCKET 


by the investor. 
(B) In one instance, Solomon, Landau and Coe 
caused a real estate investment trust to pay a 
fictitious real estate commission of $45,000 to 
a nominee who in turn used the funds to pur- 
chase a portion of the 60,000 shares. 

(C) In four instances, a total of $83,250 was mis- 
appropriated from Seaboard to purchase 
additional portions of the 60,000 shares. The 
books and records of Seaboard were falsified 
to mask the time purpose of these payments. 
(2) Mismanagement of investment companies: 

The complaint alleges that the investment companies 
managed by Seaboard lost at least $9,000,000 as a 
result of mismanagement, negligence, fraud and 
outright conversion perpetrated on the Funds by 
Seaboard, CCC, All States, Boston, Solomon, Landau, 
Coe, Steele, Randolph, Rawlings, Turner, Ritt- 
master, Lawrence & Co., Rittmaster, Lawrence, 

the Funds’ directors and others. 


The major count concerns the Funds’ deals with a 
scheme to defraud the Funds carried out by primar- 
ily Randolph, Rawlings and Turner. In general, the 
scheme involved causing the Funds to make large 
purchases of thinly traded over-the-counter securi- 
ties after Randolph, Rawlings and Turner had pur- 
chased the same security, and after the Funds’ pur- 
chases would cause the price to rise, Randolph, Raw- 
ings and Turner would sell their holdings to the 
Funds usually at preferential prices and/or the Funds 
would be in the market buying at the same time. 


As a result of their scheme, Randolph, Rawlings and 
Turner made in excess of $800,000 and the Funds 
lost in excess of $4,000,000. Much of the Funds’ 
losses were a result of the large positions in thinly 
traded securities which the Funds held that became 
illiquid and difficult to resell. 


Other counts relating to the Funds charge improper 
interference with portfolio decisions by Seaboard 
management, failure to properly supervise portfolio 
managers, failure to disclose and misstatement of 
material facts in Fund prospectuses. 


The complaint also seeks disgorgement of illegal 
profits from Turner, Rawlings and Randolph. 


In a related matter, William Moran, New York Regional 
Administrator, and Stanley Sporkin announced the filing of 
an injunctive action against Hayden, Stone, Inc. (Hayden) 
and Marshall Cogan (Cogan) in the United States District 
Court for the Southern District of New York. 


Hayden, a registered broker-dealer, is a member of the New 
York and American Stock Exchanges, and is located at 557 
Fifth Avenue, New York. 


Cogan, a former officer of Hayden, is a resident of New 
York City. 
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The complaint alleges violations of the anti-fraud provisions 
of the Federal securities laws on the part of Hayden and Co- 
gan relating to the January 1970 offering of Seaboard secur- 
ities. The principal allegations are that Hayden and Cogan 
failed to disclose certain facts to purchasers in the offering 
and improperly sold certain of the securities to Hayden’s 
discretionary accounts. 


In regard to these two suits the Commission has entered into 
stipulations and consents with Cantor, Fitzgerald & Co., 
Inc., B. G. Cantor, Hayden, Stone, Inc. and Marshall Cogan. 
All of these parties have agreed to an injunction against fur- 
ther violations of the Federal securities laws and to the in- 
stitution of administrative proceedings which impose sanc- 
tions. In the case of Cantor, Fitzgerald, it has consented to 
aninety day suspension of its institutional trading depart- 
ment but the suspension will not become operative as long 
as at the close of the ninety day period Cantor, Fitzgerald 
pays its profits from that department, but in no event less 
than $265,000, into the court to be paid out later pursuant 
to a plan. 


B. G. Cantor consents to a censure. 


Hayden consents to suspension from managing registered 

underwritings for a period of sixty days. In addition, Hay- 
den has agreed to establish a fund of $300,000 to be paid 
to purchasers in the Seaboard offering. 


Cogan has consented to a nine months suspension from 
association with a broker-dealer and a suspension for an 
indefinite period from managing discretionary securities 
brokerage accounts. 


In a further related matter, the Commission has accepted, 
pending its formal order, offers of settlement from P. N. 
Macintyre & Co., Inc. (PNM), Patrick MacIntyre, and Adolph 
Mora, of Los Angeles, California. The charges against them 
grew out of the Commission’s investigation of Seaboard and 
relate to trading and underwriting activities. PNM, MaciIn- 
tyre and Mora have consented to finding by the Commission 
that they violated the Federal securities laws and PNM has 
consented to a revocation of its broker-dealer registration, 
Macintyre to a bar from association with a broker-dealer 

and Mora to a one-month suspension from association with 
a broker-dealer. 





Litigation Release No. 6270/March 6, 1974 
HAROLD C. SIMMONS, et a/. 


James R. Thompson, U.S. Attorney for the Northern Dis- 
trict of Illinois, Eastern Division, and John |. Mayer, Ad- 
ministrator of the Chicago Regional Office of the Securities 
and Exchange Commission, today jointly announced that 

on February 27, 1974 the Grand Jury in Chicago, Illinois, 
returned a 15-count indictment against seven individuals and 
three corporations. The indictment charges the defendants, 
Harold C. Simmons, Glenn R. Simmons and Harry P. Struth, 
of Dallas, Texas; Wallace Jay of Fort Worth, Texas; Robert 
Wall of Richardson, Texas; John Brunson of Houston, 

Texas; Gilbert Goodman of Northbrook, Illinois; Madigan 








Corporation; the Williams Drug Company; arid Contra 
Corporation, in 11 counts with violations of the mail fraud 
statute, in one count with violation of the wire fraud statute 
and in three counts with securities fraud in the !ooting of a 
Chicago, Illifiois, insurance firm, Fidelity General Insurance 
Company, of 5.5 million dollars. 


The indictment charges that the defendants, as part of an 
alleged scheme to defraud, in effect purchased Fidelity 
General Insurance Company with its own assets in late 1968 
and early 1969 and then sold the securities in Fidelity 
General’s portfolio and used the proceeds to purchase re- 
stricted securities of affiliated corporations which were 
controlled by the defendants and to repay the loan which 
they obtained to purchase control of Fidelity General. 


The indictment also alleges that the defendants caused proxy 
materials to be issued which failed to disclose the prior plan 
and agreement of the defendants to cause Fidelity General 
to liquidate its securities portfolio for the purposes men- 
tioned above. 


The indictment also alleges that as part of the fraudulent 
scheme, the defendants caused Fidelity General to transfer 
cash and other liquid assets to affiliated corporations in ex- 
change for reinsurance agreements and securities of ques- 
tionable value. The indictment alleges that all of the afore- 
mentioned transactions were in furtherance of a scheme to 
loot Fidelity General of cash and other liquid assets which 
defendants used for their personal benefit. 


The indictment culminates a four-year investigation by 
United States Postal Inspectors, the United States Attorney, 
and the Chicago Regional Office of the Securities and Ex- 
change Commission. 





Litigation Release No. 6271/March 6, 1974 


SEC v. GERSON BLATT, et a/.(E.D. Mich. S.D. Civil 
Action No. 4-71231) 


The Securities and Exchange Commission today announced 
the filing of a complaint in the United States District Court 
for the Eastern District of Michigan seeking an injunction 
against Gerson Blatt (‘“Blatt’’), Benjamin B. Sigel baum 
(“Sigelbaum’’), Milton J. Pepper (““Pepper’’), John Pullman 
(“Pullman’’), Barton S. Udell (““Udell’’), Richard N. Sadow- 
ski (“Sadowski”) and Herbert Rubin (*““Rubin’’) from en- 
gaging in further violations of Section 10(b) of the Securi- 
ties Exchange Act of 1934 and Rule 10b-5 thereunder in 
connection with the purchase and sale of common stock 

of Corporation of Americas, Limited (‘““COAL”’). 


COAL, now known as Mondex, Inc., is a Florida corpora- 
tion engaged in the land sales business. In June 1969, 

COAL became a wholly owned subsidiary of Exquisite Form 
Industries, Inc. (““Exquisite’’), now known as The Summit 
Organization, Inc. 


The fraudulent transactions alleged in the Commission’s 
complaint occurred prior to and after COAL’s becoming a 
wholly owned subsidiary of Exquisite. The complaint al- 
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leges that the defendants, former insiders of COAL, utilized 
information obtained as a result of their insider positions to 
benefit themselves to the detriment of others. In some in- 
stances, also, fraudulent misrepresentations and omissions 
to state material facts were made by the defendants in con- 
nection with the purchase and sale of COAL stock. 


In addition to seeking an injunction, the Commission’s com- 
plaint is seeking disgorgement of profits from those defend- 
ants who benefited financially from the alleged unlawful 
transactions. 


The Securities and Exchange Commission today announced 
the filing of a complaint in the United States District Court 
for the Eastern District of Michigan seeking an injunction 
against Gerson Blatt (“Blatt”), Benjamin B. Sigelbaum 
(“Sigelbaum’’), Milton J. Pepper (‘‘Pepper’’), John Pullman 
(“Pullman”), Barton S. Udell (““Udell’’), Richard N. Sadow- 
ski (“Sadowski”) and Herbert Rubin (“Rubin’’) from en- 
gaging in further violations of Section 10(b) of the Securi- 
ties Exchange Act of 1934 and Rule 10b-5 thereunder in 
connection with the purchase and sale of common stock 

of Corporation of Americas, Limited (““COAL”’). 


The complaint alleges that the defendants, former insiders 

of COAL, utilized information obtained as a result of their 
insider positions to benefit themselves to the detriment of 
others. In some instances, also, fraudulent misrepresen tations 
and omissions to state material facts were made by the de- 
fendants in connection with the purchase and sale of COAL 
stock. In addition to seeking an injunction, the Commis- 
sion’s complaint is seeking disgorgement of profits from 
those defendants who benefited financially from the 

alleged unlawful transactions. 





Litigation Release No. 6272/March 7, 1974 


See Securities Exchange Act Release No. 10672/March 7, 
1974. 





Litigation Release No. 6273/March 8, 1974 


REPUBLIC NATIONAL LIFE INSURANCE CO. 
REALTY EQUITIES CORPORATION OF NEW YORK, 
et al. (S.D.N.Y.) 


On March 8, 1974, William D. Moran, Regional Administra- 
tor, New York, and the Division of Enforcement of the 
Securities and Exchange Commission in Washington, D. C., 
announced the filing of a complaint in the Southern Dis- 
trict of New York seeking the appointment of receivers for 
Realty Equities Corporation of New York (‘‘Realty”’) and 
for Republic National Life Insurance Co. (“Republic”) of 
Dallas, Texas. In addition, the complaint seeks to enjoin 
Realty, Republic, Westheimer, Fine, Berger and Co. (‘“WFB”) 
Peat, Marwick, Mitchell & Co. (“7PMM’’) and 11 individuals 
from further violations of the federal securities laws. WFB 
audited Realty’s financial statements for the fiscal year 
ending March 31, 1971, 1972 and 1973. PMM audited Re- 
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public’s financial statements for 1970, 1971 and 1972. The 
other defendants are: 


A. Morris Karp, Realty’s president and chief executive 
officer ; Jerome Socher, Realty’s treasurer. 


B. Theodore Beasley, Republic’s chief executive officer 
and chairman of the board of directors; C. J. Ske/ton, vice 
chairman of Republic’s board of directors and chairman of 
Republic’s Executive Committee, formerly president of Re- 
public; Thomas G. Nash, Jr., president of Republic, former- 
ly general counsel and vice president in charge of Investment 
Division; Ronald Rex Beasley, executive vice president of 
Republic; Robert P. Brady, executive vice president and 
chief actuary of Republic; Samue/ P. Smoot, senior vice 
president and treasurer of Republic; (T. Beasley, Skelton, 
Nash, R. Beasley, Brady and Smoot are also directors of 
Republic and members of its Executive Committee and its 
Finance and Investment Committee); Nea/ N. Stanley, 

vice president and actuary of Republic; 


C. Hilary H. Evers, of Cincinnati, Ohio, a mortgage 
broker and real estate broker; 


D. Phelim F. O’Toole, Jr., of St. Louis, Missouri, a real 
estate appraiser. 


In broad outline, the Commission’s complaint alleges that 
as of September, 1970 Republic had a net investment in 
Realty and its affiliate, First National Realty & Construc- 
tion Corp (“FNR”) of $18.6 million. Additionally, Repub- 
lic was holding over $30 million in mortgages on proper- 
ties owned or managed by Realty. At this point, Realty’s 
financial condition worsened dramatically. In September 
1970, Realty reported a loss of $13.2 million for the year 
ended March 31, 1970; at such date Realty’s accumulated 
deficit had reached $16.6 million. With this adverse change 
in Realty’s financial condition, the complaint alleges, Re- 
public’s investment in Realty was in jeopardy and Repub- 
lic faced a write-down of a large portion of the Realty 
paper it held. Then, it is alleged, Republic embarked on a 
scheme to: 

(a) invest further substantial sums in Realty in an attempt 
to protect and conceal the fact of Republic’s failing 
investment in Realty; 

(b) conceal such further investment in Realty by convert: 
ing Republic’s investment in Realty initially to com- 
panies serving as conduits for channeling Republic 
funds to Realty and subsequently by converting such 
investment into excessive mortgages on properties 
acquired by Realty with funds obtained from Re- 
public; 

(c) fraudulently report material amounts of income of 
Republic which was in fact generated by Republic’s 
advancing substantial sums to Realty which were 
immediately returned by Realty to Republic as in- 
terest payments on debt owed to Republic by Realty 
and affiliates and nominees of Realty; and 

(d) overstate the assets of Republic in reports furnished 
to shareholders and to the Insurance Department of 
the State of Texas. 
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According to the complaint, several key Realty- Republic 
transactions occurred in November and December, 1971. 
In these, (a) a Realty subsidiary purchased land near Dulles 
Airport in Virginia for $2,700,000 upon which Republic 
simultaneously placed a $6,500,000 mortgage; (b) a Realty 
subsidiary purchased undeveloped land in the Adirondacks 
region of New York State for $3,150,000 upon which Re- 
public simultaneously placed a mortgage of $13,450,000; 
(c) Realty purchased undeveloped land in Lake Havasu, 
Arizona for $2.4 million and simultaneously resold it to 
Republic for $5.2 million; (d) Realty purchased land in 
Harriman, New York for $1,562,000 and simultaneously 
resold it to Republic for $4,400,000. The complaint alleges 
that Realty simultaneously returned to Republic large por- 
tions of the proceeds of these transactions. 


In November, 1972, the complaint alleges, Republic and 
Realty devised a scheme whereby the mortgage payments 
(to Republic) on the Adirondacks and Virginia properties 


could be made. In essence, Realty created a lease of an indus- 


trial complex in Enfield, Connecticut to Enfield Properties 
Corporation, a Realty subsidiary. With the lease as principal 
security, Republic granted a $5 million leasehold mortgage 
to Enfield. Of the $5 million paid to Enfield by Republic, 
$1.7 million was returned directly to Republic as mortgage 
payments on the two tracts of land. The greatest part of the 
$1.7 million was treated as income on Republic’s income 
statements. The complaint alleges that at the time Republic 
placed the $5 million leasehold mortgage, the principal ten- 
ant of the complex had notified Realty that it wouldn't re- 
new its lease which was to expire in July, 1973. Moreover, 
it is alleged that the prospects for finding another tenant for 
the industrial complex were dim. 


The complaint alleges that at year-end 1972, Republic’s in- 
vestment in Realty and Realty-related entities aggregated at 
least $108 million, out of total reported assets of $448 mil- 
lion. Also, between 1970 and 1972, Republic reported over 
$8 million of interest accrued and received on Realty-related 
debt as income, but the complaint contends that such in- 
come recognition was improper as during this period Repub- 
lic was continuously making new loans and expanding its 
debt base with Realty; of such reported income, a very large 
percentage was attributable to cash received by Republic 
from Realty; the source of this cash was loans made to 
Realty by Republic when financing was not otherwise avail- 
able to Realty; and the ultimate collectability of these loans 
was in doubt. The Commission’s complaint further alleges 
that the ‘‘substance, nature, extent and materiality of Re- 
public’s transactions with Realty have not been disclosed to 
Republic’s shareholders.” 


Peat, Marwick, Mitchell & Co., Republic’s auditors, is charged 


with having issued its audit reports, including its unquali- 
fied opinion on Republic’s financial statements for 1970, 
1971 and 1972, when such financial statements were ma- 
terially false and misleading. 


Realty is charged with having engaged in and reported tran- 
sactions (in Realty’s fiscal 1971, 1972 and 1973 financial 
statements) as bona fide, arm’s-length business transactions 
when in fact such transactions were not as reported and 
were part and parcel of a fraudulent scheme and course of 
conduct which had as its purpose the creation and mainten- 
ance of the appearance that Realty was and is a viable busi- 









ness entity when in fact Realty was and is on the brink of 
ceasing to exist as an on-going entity. Additionally, Realty 
is charged with having falsely and fraudulently reported as 
income proceeds of new Republic mortgages when such 
proceeds were immediately channeled back to Republic to 
purchase from Republic, at par value, debentures of Realty- 
related companies, which debentures were worth only 
small fractions of their face value. Also, the complaint 
alleges that Realty engaged in several “sham” transactions 
with Royal National Bank of New York. In one such tran- 
saction, Royal loaned $3,350,139 to S. D. Associates, Inc., 
purportedly an independent corporation, when in fact S.D. 
has been organized by Realty and an S.D. note to Royal in 
the amount of $3,350,139 was signed by a Realty nominee 
who had been instructed by a Realty officer to sign various 
S.D. documents in the capacity of vice president of S.D. 


The complaint also alleges that Realty has not disclosed 
that it was able to pay its August 1, 1970 dividend to com- 
mon shareholders only through the means of illegally divert- 
ing $200,000 in funds from a small business investment 
company wholly-owned by Realty. By paying the dividend 
in such manner, the complaint states, “Realty perpetrated 
the illusion that it was in relatively sound financial condi- 
tion, when in fact the company was in dire financial 
straits.” Westheimer, Fine, Berger & Co. is charged with 
having permitted its audit reports, including its qualified 
opinion, to accompany Realty’s financial statements for 
the fiscal years ended March 31, 1971 and 1972 when the 
financial statements were materially false and misleading 
in that they reported transactions engaged in by Realty as 
bona fide, arm’s-length business transactions, when in fact 
such transactions were not as reported and were part and 
parcel of a fraudulent scheme and course of conduct. 


Defendants Realty, Karp, Evers and O’Toole are charged 
with having obtained and provided fraudulent and inflated 
appraisals on five properties involved in Realty-Republic 
transactions. The complaint alleges that on December 14, 
1971 Karp contracted with Evers, a former director of 
Realty who is not himself an appraiser, that for a total of 
$35,000 Evers would supply appraisals for the five proper- 
ties, located in New York, Arizona and Florida. Evers 
hired O’ Toole to do the appraisals, paying O’ Toole $12,500 
of the $35,000 he received. It is alleged that O’ Toole, 
accompanied by Evers, did not visit the sites of the subject 
properties until after Republic’s Finance and Investment 
Committee had, on December 17, 1971, approved tran- 
sactions with Realty involving the subject properties; the 
appraisals written by O’ Toole were delivered by Realty to 
Republic on January 4, 1972, but had been backdated to 
December 13, 1971, prior to the meeting of Republic’s 
Finance and Investment Committee held on December 17, 
1971. The Adirondacks property, for which Realty paid 
$3.1 million, was appraised by O’Toole at $18 million. 


In addition to injunctive relief, the Commission requests 
that the court appoint receivers to conduct the affairs of 
Realty and Republic and to conduct a full investigation 

and accounting into the financial affairs of such companies. 
The Commission also requests that the Court direct the 
receivers to take appropriate action based upon the investi- 
gations and accountings including asserting claims on behalf 
of the companies to recover all assets wasted or misappro- 
priated by the defendants or others. 
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The filing of this action results from an investigation com- 
menced by the Commission following receipt of informa- 
tion provided by the American Stock Exchange. 








TRUST INDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
_ Release No. 358/March 6, 1974 


The Securities and Exchange Commission has issued a notice 
giving interested persons until March 19, 1974, to request 
a hearing upon an application of Pullman Transport Leas- 
ing Company for a finding that the trusteeships of The 
Chase Manhattan Bank under an existing indenture, dated 
April 1, 1973, which is not qualified under the Act, and 
under a new indenture to be qualified under the Act, are 
not so likely to involve a material conflict of interest as to 
make it necessary in the public interest or for the protec- 
tion of investors to disqualify The Chase Manhattan Bank 
from acting as trustee under these indentures. 
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